SUPPLEMENTAL APPROPRIATION BILL, 1953 


MONDAY, JUNE 30, 1952 


Unirep Srates SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10:30 a. m., pursuant to call, in room F-37, 
the Capitol, Hon. Kenneth McKellar (chairman) presiding. 

Present: Senators McKellar, Hayden, McCarran, O’Mahoney, 
Maybank, Ellender, Hill, Kilgore, McClellan, Robertson, Ferguson, 
Cordon, Saltonstall, Knowland, Thye, and Ecton. 

Chairman McKe.uar. The committee will come to order. 


MUTUAL SECURITY PROGRAM 


STATEMENTS OF W. AVERELL HARRIMAN, DIRECTOR FOR MUTUAL 
SECURITY; C. TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR 
FOR MUTUAL SECURITY; JOHN E. MURPHY, COMPTROLLER, 
OFFICE OF THE DIRECTOR FOR MUTUAL SECURITY; WILLIAM 
C. FOSTER, DEPUTY SECRETARY OF DEFENSE; MAJ. GEN. 
GEORGE H. OLMSTED, DIRECTOR, OFFICE OF MILITARY ASSIST- 
ANCE, DEPARTMENT OF DEFENSE; DAVID K. BRUCE, UNDER 
SECRETARY; EDWIN M. MARTIN, SPECIAL ASSISTANT TO THE 
SECRETARY FOR MUTUAL SECURITY AFFAIRS; STANLEY 
ANDREWS, ADMINISTRATOR, TECHNICAL COOPERATION AD- 
MINISTRATION, DEPARTMENT OF STATE; W. JOHN KENNEY, 
DEPUTY DIRECTOR; DAVID GORDON, DIRECTOR OF EUROPEAN 
PROGRAM DIVISION, MUTUAL SECURITY AGENCY 


LEGISLATIVE HISTORY 


Chairman McKe.uar. I have in my hand a statistical tabulation 
showing the mutual security appropriation legislative history from 
the 1952 appropriatio 1 to the recent House reductioa, which I will 
ask to have inserted in the record at this point. 

(The material referred to follows:) 
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SUPPLEMENTAL APPROPRIATION BILL, 1953 


PREPARED STATEMENT 


Chairman McKertiar. Mr. Harriman? 
Mr. Harriman. Mr. Chairman, may I read a brief statement and 
submit the balance of it for the record? 

Chairman McKetiar. All right. 

Mr. Harriman. You are coming near the end of a long, arduous 
session of the Congress. I know the Members desire to finish their 
business and adjourn. 

Therefore, you will not wish to have these hearings prolonged by 
having placed before you, in great detail, information and opinions 
which have already been generally disseminated and are well known 
to vou. 

I propose to be brief, and to outline only the basic, fundamental 
aspects of the Mutual Security Program. 

You are being asked to appropriate money for this program pursuant 
to a decision by the Senate and the House, that it is an essential ele- 
ment in our common defense against Soviet aggression, and that it is 
necessary for the security of the United States. 


REASONS FOR PROGRAM 


This decision was made by the Congress, I believe, largely on the 
basis of the following considerations: 

(1) We are threatened by Soviet imperialistic aims. 

(2) It is not in our tradition to fail to meet such a threat, nor, in the 
interest of our own safety, do we dare to do so. 

(3) We need allies in this struggle for their manpower, their bases, 
their productive capacity, which, if they were at the disposal of Russia, 
instead of on our side, would place us in a position of extreme danger. 

(4) We cannot build a modern defense, nor can we even exist, if we 

‘should be cut off from the raw materials in the rest of the free world 
which are essential to us. 

(5) We and our allies have been making very real progress in build- 
ing our common defenses. 

The trend is right and encouraging. 


KREMLIN OFF BALANCE 


We have the Kremlin off balance, and need only courage and per- 
severance to win the cold war and prevent a hot one. 

Senator Ferauson. Might I inquire, there, when you think we got 
them off balance? 

Mr. Harriman. I think originally with the Marshall plan, when 
Tito defected. I think that was the first major step. 

Senator Ferauson. What vear was that? 

Mr. Harriman. That was in 748, when Tito defected. That was 
the beginning of it. 

Senator Frravuson. What did we have to do with Tito defecting? 

Mr. Harriman. We made it clear that the free world was going to 
stand together and that he had a chance to survive if he broke away. 
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POSITION OF TITO 


er Frrauson. Do you consider that Tito is part of the free 
world? 

Mr. Harriman. No;I didn’t refer to him as a part of the free world, 
but I referred to him as having a chance to survive on an anti-Stalin 
policy since the free world was getting stronger. 

I am not defending his regime, am not in support of it at all, but 
certa “gf he himself and those around him have no choice but to resist 
attac 

Senator Ronertson. Is it true that the rank and file people of Yugo- 
slavia are extremely nationalistic in their attitude and that one 
reason that Tito decided to break was that the farmers of that coun- 
try bitterly resented the Russians’ demands upon their operations and 
the sending of their supplies into Russia with no adequate return from 
Russia? That is my understanding. 

Senator Etenper. If you say the people of Yugoslavia are for 
this regime, why is Tito having such trouble in getting these large 
farms organized? 

Mr. Harrman. I do not think he is going to be successful in that, 
and I think he will change his policies. And the important considera- 
tion is that if they were invaded they would defend their country 
against invasion from the east. 

Senator ELutENpeER. Irrespective of whether they agree with Tito’s 
line of endeavor? 

Mr. Harriman. They would fight at the present time for their 
country under the present leadership. Now, obviously, there is a lot 
of dissatisfaction in the country, but that does not change the readi- 
ness of the peonvle, the armies and the people, to support resistance 
against external invasion. 


STRENGTH OF TITO REGIME e 


Senator ELuenpeR. Well, what is your most recent information 
with respect to these large organizations in Yugoslavia, that is, those 
engaged in communizing these farmers? 

Mr. Harrman. I have not been there since last August. 

Senator Ettenper. I thought you might have some week-to-week 
reports as to what is going on. 

Mr. Harriman. Mr. Bruce can give that in more detail, from the 
State Department. I have certain information from time to time, 
but he has current information from the Embassy. 

Mr. Bruce. Do you want it now? 

Chairman McKetuar. Yes, sir. 

Mr. Bruce. Our information is to the effect that the Tito regime is, 
if anything, stronger than it has been in previous years, that Tito’s 
own self-interest and that of his followers is directed toward a closer 
and closer understanding with the west; that the threat of incursion 
into the Yugoslav territory from satellites on the borders, particularly 
Bulgaria, although always present, and although they keep a con- 
siderable number of troops on the borders, is not regarded as consti- 
tuting an immediate threat of aggression. 

Senator ELtenper. Mr. Bruce, what I had in mind, and the ques- 
tion I had, was directed to the difficulties if any that Tito has in 
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keeping his regime together by organizing or having organized these 
large organizations, these communal farms. That is what Iam talking 
about. 

Mr. Bruce. Senator, perhaps I might divide that into two portions 
for an answer, 

First of all, they had an industrialization program which was too 
ambitious to be fully realized. That is going along at a decreased 
te mpo. 

Secondly, and probably more important, is the factor that you 
mentioned, the desire to collectivize the farms. That has met with 
great resistanc e, particularly in the more remote rural districts. 

And there is a tendency, and I think it is now plainly indicated, 
on the part of the Yugoslav Gove: “nent, to dim! iish that attempt 
for broad collectivization. 































POSSIBLE RETURN TO FREE ENTERPRISE 





Senator ELLENDER. What are they going to take as a substitute? 

Mr. Bruce. I suppose like any regime of that nature, they will 
rationalize the whole business by falling back oa something that is 
agreeable to the great mass of the people. 

Senator Fercuson. What do you say it will be? 

Mr. Bruce. I wouldn’t say at this time, Senator, but it would not 
be a return to free enterprise ta our acceptation of the word. I 
think it would consist of so relaxing these attempts that the average 
farmer in Yugoslavia would feel that he was guaranteed the posses- 
sion of his own land. That was at the base, of course, of the great 
opposition to it. 

Senator ELuenprer. Do you know whether or pot the Tito regime 
is now resorting to a system of overtaxation in order to accomplish 
their ends in regard to communizing these large farms? 

Mr. Bruce. I understand, Senator, that this program has been 
slackened and the Yugoslav Government, being faced with reality 
in the way of opposition to its program, is gracefully moderating it. 

Senator ELtenpreR. That must have taken place in recent months. 

Mr. Brucer. During the last year. 





OPERATION OF STATE-FINANCED FACTORIES 















Senator Ronertson. Is it not true, Mr. Secretary, that the efforts 
of Tito to build and operate certain state-financed factories have more 
or less fallen? They did not have the expert workmen and advice to 
make it go, and he has found out that did not work so well? 

Mr. Bruce. I think, first of all, they did not have the technical 
capacity to carry through the program they had in mind. And 
secondly, they did not have the resources in foreign currency to supply 
themselves with the materials necessar y for an overambitious plan of 
mechanization. 

COMMITMENT FROM TITO 







Senator KNnow.anp. Specifically what commitment do we have 
from Tito as to what he will or will not do in exchange for what he is 
now getting, if the chips are down, outside of this verbal and at- 
mospheric form of assurance? 
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Mr. Harriman. We have an agreement which has been negotiated 
through the State Department with Tito’s government as to the use of 
the equipment that we are supplying them and the obligations which 
they assume under it. 

Have you a copy of that, Mr. Bruce? 

Mr. Bruce. I do not have a copy of it; no. 

Senator Frrauson. What is the substance of that? 

Mr. Harriman. Have you the detail of that? 

Mr. Bruce. No; I have not, Mr. Harriman. 

Senator Fercuson. What does it purport to do? How could we 
use the equipment we are giving them? How could we get in there 
to use it? 

Mr. Harriman. We cannot use it, but there are certain obligations 
in connection with this, and as far as his statements to me were 
concerned, they were that he would use it for the defense of Yugoslavia. 


FUNDS INVOLVED 


Senator McC.e.uan. Is there any money in this bill for Yugo- 
slavia? 

Mr. Harrman. Yes. 

Senator McCietian. How much? 

Chairman McKeuuar. As I understand it, last year we gave them 
$80 million, and this year the amount is to be $55 million. 

Mr. Harriman. That is on the economic side. Out of the original 
request, which, of course, has been very substantially cut, both by the 
authorization legislation and, still further, by the House action, the 
original request was the amount shown on the table before you. 

Chairman McKetiar. The House allowed only $55 million, did 
they not? 

Mr. Harriman. Yes; for defense support. 

Senator KNowLANb. You said the amount on the table. 


ORIGINAL REQUEST 


Mr. Harriman. That was the original request, but the total has 
been cut, of course, very substantially, and Yugoslavia would, of 
course, take part of that cut. 

Senator KNowLaNnp. With no firm commitment to him as to what 
he does if the Soviet do move against us? 

Mr. Harriman. There is a firm commitment that he will defend 
himself. 

Senator KNow.anp. Well, of course he will defend himself, but 
that is utterly ridiculous. He would do that, presumably, without 
any help from us whatever. But there is this large amount and not a 
single commitment that if we get into trouble he will move in concert 
with us. 

Mr. Harriman. He would be ready to do so if we were ready to 
take mutual obligations, which we have not done. We have not taken 
the obligation to support Yugoslavia if they are attacked. 

Senator Corpon. So you give them that amount of money so that 
he can defend himself. 


_- 
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Mr. Harrmay. It is very important that he defend himself, because 
if Yugoslavia is taken over 

Senator Corpon. You mean a small dictator is not as bad as the 
big one? 

Mr. Harriman. He is not interfering with other countries. 

Senator Frerauson. Is that not because of his size? You do not 
believe that his agreement is with capitalism, do you? He is unal- 
terably opposed to capitalism. Is that not true? 


MARXIST SYSTEM 


Mr. Harriman. His system is a socialized system. 

Senator Fercuson. It is Marxist, is it not? 

Mr. Harriman. Yes. 

Senator Fercuson. And do you think he will fight for capitalism, 
or for his own neck? 

Mr. Harriman. He will fight for the freedom of Yugoslavia. 

Senator Frereuson. And that is his own neck, rather than cap- 
italism. 

Senator ELLENDER. Assuming the Senate should go along with the 
House on the figures voted out, out of this bill 

Mr. Harriman. The Joint Chiefs of Staff have not analyzed the 
situation yet, and will do so, of course, after the appropriations are 
made. 

Senator ELLENDER. Would you say there would be a reduced appor- 
tionment from the amount judged first? 


VALUE OF YUGOSLAVIA IN DEFENSE OF FREE WORLD 


Mr. Harriman. I can’t judge as to the Joint Chiefs, but certainly 
Yugoslavia would take its share of the cut. But the Foreign Relations 
and Foreign Affairs Committees have considered in great detail the 
value of Yugoslavia to the defense of the free world and have by their 
action expressed their approval of assistance to Yugoslavia. My own 
judgment is that it is of very great importance. 

Senator Corpon. I do not see how this committee is going to in- 
telligently act on any application for increase in the figures of the 
House, if we do not have the assistance of the Department to the 
extent of their indicating to this committee how they would allocate 
the amount of funds that have been appropriated in the House bill. 
I think we ought to have an itemized allocation of the amount of 
money included in the House bill according to the best judgment of 
those who would be responsible for its expenditure. Only in that way 
can we form any intelligent conclusion as to whether we should add 
any amount to it, and then at least we would be in a position of hav- 
ing indicated to us where the spending authorities indicated the great- 
est danger in the lower figures to be, and we could get our own con- 
clusions as to whether or not that presentation was sound. I think 
that is what we are going to have to have. 
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PRIOR ALLOTMENT 


Chairman McKetiar. How much did Yugoslavia have last year? 
How much was allotted last year? 

Mr. Harriman. $80 million was for defense support. 

Chairman McKe.iar. $80 million? 

Mr. Harriman. $80 million. 

Senator Know.Lanp. And how much this year? 

Mr. Harriman. The request for defense support was reduced this 
year to $55 million. 

Mr. Foster. Last year, Mr. Chairman, it was $40 million, less for 
military assistance. 

Chairman McKetiar. Where is the $40 million now? Is that 
unexpended balance? 

Mr. Foster. No, sir. I thought your question, sir, was, How much 
was used last year for military and end-item assistance? 

I was giving you last year’s. As to the question of this year’s, if I 
might comment on Senator Cordon’s question a moment, what we 
have done, of course, is to make up an illustrative figure, and it takes 
a balancing of the figures of all countries to arrive at that. 

When the House cut was made, it was approximately 25 percent of 
what we requested, and purely on an illustrative basis—— 

Senator Corpon. I am not interested in an illustrative basis for that 
purpose or for the initial purpose. 

Mr. Fosrrr. The making of these, Senator, is a program that takes 
a couple of months. 


REQUEST POSSIBLY PREMATURE 


Senator Corpon. Until the program is made, you have no right to 
come here and ask for money to spend on it, because you have nothing 
to spend it on. 

Mr. Foster. These programs were made on the basis of our re- 
quest, and the basis of that request was what would best meet the 
need as the Joint Chiefs and the Defense Department saw it. 

Senator Corpon. Let them come in with those figures, then. 
They are not illustrative at all. They represent the best judgment as 
to where you would spend the money. 

Mr. Fostsr. This is the best we have on the basis of the facts we 
had before we came up to your committee, sir. 

Senator Corpon. When, before? 

Mr. Foster. These present figures were only set last Saturday, sir, 
and the best judgment we have, I am saying, is that if the over-all 
25 percent cut were to remain as made, the best guess I could give 
you as of today would be that the individual cuts would be approxi- 
mately 25 percent. 

Senator Corpon. How long would you still remain in the field of 
guess after the decision was made by the Congress? 

Mr. Foster. The minute the decision was made, we would immedi- 
ately start making a new program, and if the present cuts are kept, 
it may be necessary to eliminate some countries entirely. 

Senator Corpon. That is what this committee wants to know. 

Mr. Foster. And we cannot give you that, sir, except by an illus- 
trative figure. 
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Senator Corpon. Then you cannot get any help from me. 
Mr. Foster. And that is what is before you here. 


HOUSE COMMITTEE REPORT 


Chairman McKe.iar. We have to give reasons about where this 
money is going. There are all kinds of charges as to how it is wasted, 
and we must have the facts upon which to act. I want to call atten- 
tion to the House Committee Report, on page 50: 

The committee notes that the Mutual Security Agency has not included tobacco 
as an item to be financed. The Agency has indicated that it considers that ade- 
quate supplies of leaf tobacco to manufacture products acceptable to consumers 
are essential to the purposes and objectives of the Mutual Security Program and 
are necessary to support the defense effort but believes that the requirements for 
United States tobacco can be financed with dollars from other sources. The 
committee accepts this explanation but trusts that the Agency will constantly 
review the tobacco supply situation in the various countries receiving aid under 
the program and will lend its assistance to see that adequate supplies of tobacco 
are provided. 


That is an illustration of how you use the money. 


TOBACCO LOAN 


Senator Maypank. Mr. Chairman, that is one thing I would like 
to find out about, because I.have gotten hundreds of letters and tele- 
grams from North and South Carolina, and we had a lot of confusion 
here 2 weeks ago with the Export-Import Bank on a loan of $10 million 
for tobacco, and it was clearly shown that if the loan had not been 
made on tobacco, the revenues of the countries would have suffered, 
because taxes are put on tobacco. I wondered if you have put any 
provision on tobacco. 

Mr. Kenney. Senator, there is absolutely no prohibition whatever 
on the purchase of tobacco by these countries. The emphasis in the 
Mutual Security Act of 1952 is on the use of funds for defense support. 
Therefore, normally, the dollars that are provided under the previous 
appropriations, and which would be provided under this, would be to 
to go to things which are more directly related to defense. That does 
not in any way mean that the dollars will not be expended for tobacco 
and, say, other agricultural products within the United States. 

Senator Maysank. I am glad to hear that, because while I would 
never be one to suggest how the defense dollars should be spent, 
because the thing that is most necessary for defense is what you are, 
of course, supposed by law to carry out; nevertheless, tobacco taxes 
on the Continent of Europe, as you well know, are revenues that can 
return to us. France and the other countries in that way get their 
revenues to permit them to join with us. And Chairman Gaston of 
the Export-Import Bank, Mr. Chairman, appreciated that, and he 
granted the loan the other day on that basis, that those taxes that 
they would get on that tobacco would give them revenues from which 
France and Germany and the other countries, of course, could build 
their planes and pay their soldiers or what have you. 

Thank you, Mr. Chairman. 

Chairman McKz.uar. | believe it was stated a while ago that Mr, 
Bruce had another engagement and wanted to be heard. 

Would you be willing for him to go ahead now? 


21643—52———-7 
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YUGOSLAVIA AND NATO 


Senator Know.anp. Mr. Chairman, while the Under Secretary is 
making his statement, I hope you will clarify for the committee some- 
what this earlier statement of his in response to a question that I 
raised as to whether or not Yugoslavia was agreeable to going into the 
North Atlantic Pact. As an example, my understanding of the 
statement was that they had not been approached on that subject, 
because requiring the unanimous action of all the nations, that could 
not be secured. Now, if Yugoslavia is as important as Mr. Harriman 
and perhaps the Joint Chiefs of Staff feel that it is, then why is it not 
equally important to these other nations that are under the Soviet gun 
for them to eliminate some of their prejudice in the matter? And I 
want to see how you can square the two statements, that it is impor- 
tant enough for us to put such a large amount into the country, with 
no commitments, because it is vital to our defense, but that the 
countries which are in Europe and under the Soviet gun do not feel 
that it is important enough to associate with them in the same way 
that they do not feel that Spain is important enough to associate with 
them? 

Chairman McKe ttar. All right, sir. Go right ahead. 

Mr. Bruce. It may very well be in the long run that states which 
are not already members of the NATO treaty organization will be- 
come members, but at the moment it does appear that we can get 
most of the benefits of such an association without bringing into dis- 
pute that very vexatious question of actual membership. 

You may very naturally ask, I think, whether they have undertaken 
any obligations to us in the event of aggression against a territory other 
than theirown. They have not done so, nor have we pressed them to 
do so. 

On the other hand, we have contracted no obligations ourselves 
as to the defense of Yugoslavia in case an aggression were perpetrated 
against it. I think you have there a political situation which is 
evolving with a certain amount of rapidity. 


BREAK BETWEEN YUGOSLAVIA AND RUSSIA 


The schism between Yugoslavia and Russia, although the leaders 
of both countries are Marxists, Communists, in the full sense of the 
word, is a very interesting thing, for this reason: That Yugoslavia’s 
break with Russia, I think, was largely due to the fact that through 
the intense nationalism in Yugoslavia they desired not to take their 
orders directly from Soviet Russia; that their bolshevism or com- 
munism is a national manifestation, whereas the great danger to us 
comes from the fact that we believe that the purposes of Soviet 
Russia are imperialistic in their nature, in other words, that they have 
international aims that they wish to carry out by aggression. 

In the case of Yugoslavia, at the present time at any rate, there has 
been no disposition on the part of that Government to extend its 
control or its philosophy to any neighboring nations. 

And I would think, if 1 may say so, that it would be very inadvis- 
able at this time, nor would it be necessary, to try to bring into 
association with ourselves under treaty obligations, Yugoslavia, 
where we have every reason to believe that in the event of an aggres- 
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sion against it by the Communists they would be able, with our help, 
to maintain their own integrity. 


THE TRIESTE PROBLEM 


Senator KNow.aNnp. Assume for the moment that you are correct 
that it is not politically possible or advisable one way or the other to 
get them into the North Atlantic Pact; in exchange for this aid, 
which is substantial, which you are proposing to give them, do we 
have any specific understanding on the Trieste problem, where in the 
papers just a little while ago, while the United States and Britain and 
some of the other countries were meeting in London, Mr. Tito, or at 
least his government, issued a very belligerent statement shaking 
their finger at us, that we had better be a little careful about any 
discussions that we had without his approval? 

Now, what has been done to at least get that relatively small 
problem worked out before we dumped our money, with no strings 
attached to it, into Yugoslavia? 

Mr. Bruce. Senator, if [ may respond in this way: I know, Mr. 
Chairman, the feeling of the committee, and the very natural feeling, 
that testimony should not in very large part be off the record; but in 
regard to Yugoslavia, the situation is so delicate that I would like to 
speak absolutely freely on it, but I think it would be most inadvisable 
to have any of it in the record. 

Chairman McKetuar. Very well. Off the record. 

(Discussion off the record.) 


EFFECT OF JENSEN 





AMENDMENT 


Senator Ropertson. I would like to ask a question on the record 
at this point. Under Secretary Bruce, will you please state for the 
record what the State Department requested, and the budget author- 
ized, what the authorization bill authorized, how much the House cut 
you in its final action on Saturday, and how much more you would be 
cut if the Jensen amendment, which was not recommended by the 
House committee but was adopted on the floor, was adopted, and 
what effect the Jensen amendment would have on this; bearing in 
mind that Mr. McCloy testified to us that he had cut his personnel 
40 percent. And we congratulated him. 

ECA testified before the Foreign Relations Committee that they 
had greatly reduced their personnel before turning it over to Mutual 
Aid. I do not know how much. But it has been a program of 
cutting personnel. 

Now we cut the funds way below what was requested, and we put 
the Jensen amendment on top of that. I want to know succinctly 
what was requested, what was authorized, what was the appropriation, 
and what effect the Jensen amendment would have. Because that is 
where we have really got to come down to in the final analysis, two 
items: Are we going to approve the House cut, and if so are we going 
to superimpose the Jensen cut upon it. 
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NECESSITY FOR INFORMATION 


Senator KNow.tanp. Mr. Chairman, before the Secretary answers 
that question, if the implication of the Senator from Virginia is that 
we cannot go in and get information we are entitled to have, I totally 
and emphatically disagree with the Senator from Virginia. We havea 
responsibility to get such information as will justify any recommenda- 
tion that we will make. And I do not assume that either the Senate 
Appropriations Committee or the Senate of the United States has to 
sign a blank check and give to the State Department or any other 
agency of the Government what it says it wants to have, 

We are entitled to have such facts as will satisfy us that the amounts 
being requested are sufficient, and in the determination of that, I 
think we are entitled to have answers to some of the questions that we 
have raised here. 

I think we will make more progress if we can get some of those 
answers, because maybe when we finish we can all agree on just how 
vital this is. 

Senator Rornertson. Mr. Chairman, the Senator from Virginia 
made no such implication. He opened his remarks by saying he was 
just as much interested as the Senator from California or anybody else 
in getting the information. We are trying to adjourn this session of 
the Congress next Saturday. We were aiming to get the material 
facts on the appropriation in 1 day from this group of State Depart- 
ment and other officials. And tomorrow on atomic energy, and the 
third day on the military construction bill, and in-between two or 
three other little agencies that were thrown in here, and that would 


leave us just two more days to act on this bill in the Senate and get the 
conference report agreed upon, and adjourn. 


POLICY DETERMINATION 


Now, of course, they have the right to hear about the policy as to 
defending Yugoslavia or any agreement with Yugoslavia. But we 
have spent an hour off the record so far on Yugoslavia. And I say the 
policy has already been determined, and we have voted for it. 

Now, we can stay here all of the week, and we have a perfect right 
to do it, but we do not adjourn if we do. 

Senator KNow.anp. Well, we had better hold some night sessions. 
There is a lot of money involved. 

Senator Rosertson. That is all right with me. 

Chairman McKe.uar. We are going to close the appropriations 
this week. Go ahead and answer the question, please, sir. 

Mr. Bruce. If I may answer that question, sir, as regards what the 
Senator from California has said, I think he realizes perfectly that 
I have been as frank as it is possible to be within the limitations of 
my knowledge; that we have arrived at no such agreement as perhaps 
in his opinion he thinks it would be advisable for us to arrive at; 
that this has been done with great consideration of all of the circum- 
stances involved. And at the present time I would say that in the 
opinion of the people in the Department of State and also other mem- 
bers of the executive branch of the Government, we think™that we 
have gone along in this particular about as usefully as we presently 
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can. As regards this question of the possible association of Yugo- 
slavia with the North Atlantic Treaty Organization, it is not something 
which is presently under consideration. 

Now, to reply to what Senator Robertson asked, Mr. Harriman 
has those figures and if I may I will refer that to the Mutual Security 
Administration for answer. 
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REQUEST MADE BY PRESIDENT 






Mr. Harriman. This request was made by the President after the 
recommendations of all the departments involved. This is not at 
my say-so, Senator, but it is the Defense Department, State, Mutual 
Security Agency, and others that have been consulted by the 
President. 

The original request as submitted to the Congress was $7,900,- 
000,000. The authorization bill, after it had been considered by the 
Foreign Relations Committee of the Senate and the Foreign Affairs 
Committee of the House, was passed at $6,492,000,000. The House 
Appropriations Committee cut still further, down to $6,245,000,000. 
And the floor, in passing the bill, cut it still further, to $6 billion. 


FURTHER DISCUSSION 





ON JENSEN AMENDMENT 





Senator Rosertson. The Jensen amendment cut it to $6 billion? 
Or is that 15 percent cut on top of the cut down to $6 billion? 

Mr. Harriman. It was on top. The total amount was cut down 
to $6 billion by the House action on the floor. 

Senator Rospertson. And then they adopted the Jensen amend- 
ment on top of that? 

Mr. Harrman. Oh, yes; I beg your pardon. Then also they cut 
the personal services down 15 percent. 

Senator Ropertson. That is the point I wanted to get at. 

Senator Fsrauson. Fifteen percent below what? 

Chairman McKetuiar. What was the amount in dollars from the 
Jensen amendment? 

Mr. Harriman. We haven’t been able to compile the figures, 
because the language was rather ambiguous. 

Senator Ropertson. Ordinarily the Jensen amendment applies 
only to supervisory personnel, but as it is in here it applies to field 
forces and everybody else connected with the organization. 

Mr. Harriman. But I think the Secretary of Defense and the 
Secretary of State would want to explain why the Jensen amendment 
would really destroy the program, because it affects not the super- 
visory personnel but the blue collar people, the operating men re- 
quired to carry out the programs which were authorized. 

Senator KNowLanp. How many do you have altogether to which 
this amendment would apply? 

Mr. Harriman. This woud apply both to MSA, the State Depart- 
ment, and the Defense Department. 

Senator KnowLanp. What are the total numbers involved in each? 
Mr. Harriman. We haven't the figures with us today. 

Senator KNowLaNnb. It becomes very pertinent that we have them. 
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TOTAL PERSONNEL AFFECTED 


Mr. Foster. May I make a comment on that? In connection 
with the blue-collar employees in the Department of Defense, it 
might apply to all of the people that we have packing and storing 
and inspecting. Because we with the same people not only take care 
of our own United States force equipment; we also, as a part of the 
work, pack and store and inspect the MDAP apparatus, so that this 
Jensen amendment would apply to perhaps 40,000 people in part, 
Senator. 

Senator KNow.anp. Forty thousand in the Defense Establish- 
ment? 

Mr. Foster. That is correct, sir. Because it applied not only to 
the individual persons but to their time, even though it is a part of 
their day. And to separate out the effect of this, is an impossible 
administrative job. 

Senator KNowLanpb. How about the other agencies? 

(The information requested follows): 


MSA and TCA program positions and amounts in MSP program budget estimate 
for fiscal year 1953 which would be reduced by Jensen amendment 


inti tes 
Amounts for 15 

Area Positions personal 

services 


reent 
uction 


1 


FE ate clans his fou antics nian cei on sies hea uetenetion 519 $3, 666, 651 $549, 998 
| Near East and Africa._-................-.-.. : 873 7, 225, 320 1, 083, 798 





Asia and Pacific: 
| | eee 
| 


cor | 2, 228, 816 334, 322 
879 | 16,633, 945 995, 092 


1,106 | 8, 862, 761 1, 329, 414 
EV | Tati AMOOIOR . 6... 5 onc cece gcgeespascchthcantdeethone ead 1, 009 9, 723, 340 1, 458, 501 


j 








eee 8 Se ee Ol ee 3,507 | 29,478,072| 4,421,711 
| | | | 


1 Does not reflect adjustment which would be required if House reduction of $50,841,250 in covering 
appropriation were sustained. »4 


Senator Fereuson. Do you have them paid out of this appropria- 
tion? This appropriation only applies to what is in this chapter. It 
would not touch your people. 

Mr. Foster. Yes, sir, it would. 

Senator Fereuson. How would it? Are they paid out of this 
appropriation? 

Mr. Foster. Yes, sir; because a lot of these people are on the pro- 
gram funds, and the Jensen amendment also applies to the program 
funds for MDAP. 

Senator Fereuson. Yes, if they are on this payroll. 

Mr. Foster. Well, their time is charged to this account, Senator. 

Senator Frreuson. But time charged, and being paid, are different 
things. Are they being paid out of this appropriation? 

Mr. Foster. The funds are reimbursed out of this appropriation, 
and it is an after-the-event bookkeeping job. 

Senator Fercuson. Yes; if they are on this payroll. 

Mr. Fosrrr. Well, their time is charged to this account, Sénator. 

Senator Ferauson. But time charged, and being paid, are different 
things. Are they being paid out of this appropriation? 
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Mr. Fosrrr. The funds are reimbursed out of this appropriation, 
and it is an after-the-event bookkeeping job. 
Senator Frreuson. Do we approve that in the military appropria- 
tion, that part of these personnel were being paid out of another fund? 
Mr. Foster. Yes, sir; on the packing shipping inspecting, that is 
always a part of the program funds. 
Senator Frereuson. Then how much are we actually furnishing out 
of those funds that are not charged against this fund? 
Mr. Foster. None at all. This is bookkeeping. 
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PROVISIONS OF BILL 





Chairman McK euuar. Let me read from the bill itself: 


(b) This section shall not apply to— 

(1) not to exceed 25 per centum of all vacancies; 

(2) positions filled from within the Mutual Security Agency and related 
government functions provided for in this Act; 


so they are not paid out of this fund. 
This is on page 39 of the act: 


No part of any appropriation made by this chapter for any purpose shall be 
used for the payment of personal services in excess of an amount equal to 85 
per centum of the amount requested for personal services for such purpose in 
budget estimates heretofore submitted to the Congress for the fiscal year 1953; 
and the total amount of each appropriation, any part of which is available for 
the payment of personal services for any purpose, is hereby reduced by an amount 
equal to 15 per centum of the amount requested in such budget estimates for 
personal services for such purpose less an amount representing the reduction, if 
any, between the amount requested for personal services in the budget estimates 
and the amount appropriated herein for such services. 


And then it makes that exception. 


PERSONNEL CUT 













Senator Frerauson. Do I also understand that if this is cut two 
billion dollars, as it was done by the House on the floor, there would be 
no cut in the personnel? It would be cut out of other items? Is 
that the way that the Administrator was going to do with this fund if 
he got a billion-nine, in other words, below what he had asked for? 
He was not going to deduct it from the personnel, but he was going to 
deduct it from other items? Because this only applies 15 percent 
below the budget estimate, and then it only applies to one out of four 
of resignations or vacancies. We ought to cut it 10 percent. Because 
that would not be as much as the House has cut it. What percentage 
is 1-9 of 7-9? 

Mr. Foster. It is 24 percent. 

Senator Frrauson. Well, now, a 24 percent cut: It would indicate 
that when you are not satisfied with this 15 per cent cut, you are going 
to take it out of other items and not out of personnel. Now, why 
should we not get a 10 percent cut out of personnel? 

Senator SALTONSTALL. Mr. Chairman, I have two questions, one I 
would like to ask Mr. Bruce and the other I would like to ask either 
Mr. Foster or Mr. Harriman. 
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UNOBLIGATED FUNDS 


You have at the present time $809 million unobligated from previous 
years. Now, is that money at the present moment unobligated, as 
is stated? 

Mr. Foster. I can speak only for military assistance. 

Senator SaLronsTaLu. I will ask that question of Mr. Harriman. 

Have you got $809 million unobligated? 

Mr. Harriman. The answer is “Yes.” 

Senator SatronstaLL. The answer is “Yes.’”’ Then the House 
on the floor cut you $490 million. If you have $809 million unobli- 
gated, will that not be of great assistance in overcoming that cut? 

Mr. Harrman. I would rather have the Under Secretary of Defense 
explain in detail why these unobligated funds are necessary to carry 
out the program. 

Mr. Foster. Mr. Chairman, in military end-item funds, we will 
— over an unobligated balance of, speaking conservatively, $668 
million. 

Senator Corpon. How much? 

Mr. Fosrer. $668 million. Of that, during the month of July, 
for items which are already well-negotiated and very near to con- 
tracting, we will obligate another $192 million. Of the balance, of 
$476 million, which we estimate to be available on August 1, a sub- 
stantial portion of that is for packing and shipping of the goods ordered 
under these previous commitments for engineering changes, which 
we always have, for the withholding of a certain amount of funds 
which the Navy has estimated over a period of years they need for 
changes within their programs. I believe that we cannot use those 
funds, therefore, to make up the cut which the House has made, 
because they are already scheduled either for items in the program, 
or will be used for these changes to which I have referred. 

Chairman McKeuiar. We are appropriating here for the year 1953. 
We have that in addition, anyway. 

Senator SantonstaLL. What you are saving is that out of the $809 
million, $141 million will be obligated in the next few days. Beyond 
that there will be $192 million obligated during the month of July. 
And the balance, of $476 mullion, most of it will be needed to pack 
and send and transport the goods that are already ordered, the goods 
already ordered under obligation. 

Mr. Foster. Already programed, sir. 

Senator SattonstaLi. Already programed. 

Mr. Foster. Yes, sir. 

Senator SaLTronsTaLu. So that you say that practically none of this 
$809 million will be available for use in the 1953 fiscal year program? 

Mr. Foster. The difference between my $668 million figure and 
the $809 million is, I assume, the economic defense support funds. 

Mr. Kenney. No, there are almost no unobligated eeonomic defense 
support funds, Senator Saltonstall. 1 believe the difference between 
these figures is under the technical cooperation. 


TOTAL FOR SPAIN AND UNKRA 


Mr. Murpnry. That is $141 million that is for Spain and UNKRA, 
the Korean rehabilitation administration. 
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Senator SaLToNsTALL. So that $100 million is being saved out for 
Spain, and $41 million for what? 

Mr. Mureuy. For UNKRA, United Nations Korean Rehabilitation 
Administration. 

Senator SatTonsTaLu.. And so when the House has wiped out the 
$145 million for UNKRA, they have wiped it out because you are 
holding $41 million from last year. 

Mr. Mourpny. That is correct, sir. 

Senator SaALTonstTaLL. So you do not ask for that cut to be put back. 

Chairman McKe.uar. May I ask what the work is that you are 
doing over there? Would you mind giving us an outline? Is it river 
dams like we have over here, or the building of buildings, or the build- 
ing of houses? 

Mr. Fosrer. Sir, I was referring only to military end items. 

Mr. Harriman. This UNKRA is the rehabilitation of Korea. 

Senator SALToNSTALL. May I get a “‘yes’’ or ‘‘no” answer to that 
question? 

PUBLIC LAW 400 AUTHORIZATION 


Mr. Murpuy. Senator, Public Law 400 authorizes the appropria- 
tion of $45 million. The House Appropriations Committee deleted 
that item, on the grounds that the United Nations Korean Rehabilita- 
tion Agency could not begin operations in Korea until 6 months after 
the cessation of hostilities. They pointed out that since there was 
$41 million in unobligated funds still available, and with the fact that 
hostilities had not ceased, probably there would be enough to take 
care of 1953. 

Senator Savronstaui. Therefore your group, headed by Mr. Harri- 
man and Mr. Foster, do not object to our leaving out that $45 million? 

Mr. Murpuy. No, sir, we feel with the existence of the authoriza- 
tion if a need comes up, we would have the basis on which to approach 
the committee for an appropriation. 

Senator SaAtronstaLL. Do you likewise not object to the multi- 
lateral technical cut of the House of $6,500,000? 

Mr. Harriman. We think that is important, because it helps the 
United Nations to move forward on a multilateral basis. We think 
that is important work to be done. Mr. Bruce may wish to supple- 
ment that statement. We think it is extremely important from an 
international standpoint. 

Mr. Bruce. Mr. Chairman, may I come back from the State De- 
partment’s standpoint and answer several questions which have not 
yet been replied to? 

Chairman McKe.uar. Indeed you can. 


GOVERNMENT IN OCCUPIED AREAS 


Mr. Bruce. First of all, on the government of the occupied areas, 
which Senator Robertson brought up, I had a telegram this morning 
from Mr. McCloy on this subject, the pertinent part of which says: 

Urge you-inform Senate committee my belief budget as presented extremely 
tight. I am worried that we have already voluntarily cut too deeply. Much 


more could have been requested and legitimately justified in view of our unsettled 
situation, 
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I had a telegram yesterday from Mr. Acheson from Vienna saying: 
Have just seen wire reporting House action on GOA 
that is government, occupied areas— 


eer appropriations. My visit to Berlin and what I have seen so far in 
enna convinces me more than ever of the great importance of our maintaining 
our position both in Germany and Austria. Any cut in personnel which would 
cripple our activities in these two countries at this time would have most serious 
consequences for all of the objectives which we have been striving for during the 
past several years. 


Now, if I understand the testimony which was given by Mr. McCloy 
regardin Germany, and Mr. Donnelly in connection with the sitya- 
tion in "Nistaa. over a period of years very large reductions in total 
appropriations for those two areas have been effected, and the present 
budget for Germany represents again a very considerable reduction. 
I think that is sufficient for the record, because I think that most of 
you are familiar with the McCloy and the Donnelly testimony., 

(The statement referred to follows:) 


JuNE 30, 1952. 
Hon. KennetH McKE iar, 
Chairman, Committee on Appropriations, 
United States Senate. 


My Dear Senator McKe ar: It is respectfully requested that your com- 
mittee give consideration to amending H. R. 8370, Supplemental Sepeneatinn 
Act, 1953, in chapter IX, title I1, ““Government in occupied areas, epartment 
of State, 1953. 

The following is a summary of the estimate submitted to the Congress for this 

urpose, the House allowance, the House reduction, and the restoration which the 
epartment is requesting your committee to make: 


Estimate House Restoration 
Appropriation title submitted | allowance Reduction requested 


Government in occupied areas, Department of State: 


PON. 2s deities nbn clin cheat beriondetasebicabaataiale “ 700, 000 me 572, 500 | $1,127,500 | $1, 127, 500 
247, 500 


Austria | 3, 800,000 | 3, 427, 500 372, 500 


20, 500, 000 | “19, 000, 000 | 1, 500, 000 1, 375, 000 


' 


There is enclosed a statement setting forth the amendments desired by the 
Department by page and line number of the bill as reported by the House Appro- 
priations Committee, and justifications in support thereof. If you or the members 
of your committee desire any additional information, please let me know. 

Sincerely yours, 
CaruisteE H. Hume sine, 
Deputy Under Secretary 
(For the Acting Secretary of State). 


SUPPLEMENTAL ApprRopRIATION Act, 1953—GovERNMENT IN OcctPIED AREAS 
DEPARTMENT OF STATE 


(House bill, p. 25) 
Estimate $20, 500, 000 
Act (includes pay act cost provided in Public Law 375) 26, 880, 000 
House committee allowance (a reduction of $1,500,000)_._..____._-_ 19, 000, 000 


FIRST AMENDMENT REQUESTED 


The Department requests the following amendment: 
Page 27, line 10 strike out “$19,000,000” and insert ‘$20, 875,000," 0 or an 
increase of $1,375,000. - 
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EXTRACT FROM HOUSE: REPORT 
(P. 48) 


“The estimates reflected a decrease from the 1952 appropriation predicated on 
the termination of occupation activities in Germany and the establishment of 
the United States mission on an embassy basis. However, the committee feels 
that the decrease proposed was not commensurate with the reduction in functions 
and services and recommends a further reduction of $1,127,500, thus making 
$15,572,500 available for Germany. 

* * * * * * * 


“The situation in Austria remains largely a stalemate. The committee recom- 
mends $3,427,500, a reduction of $372,500 in the request, for carrying on the 
activities in that country. In addition to the dollar appropriation request, it 
was estimated that the equivalent of $6,211,893 in Austria schillings would be 
obligated from operating revenues, reimbursement by MSA, ECA surplus schilling 
deposits and surplus property credits.” 


JUSTIFICATION 
(Program for Germany) 


For Germany, the budget included $16,700,000 and the House has allowed 
$15,572,500, a reduction of $1,127,500. 

The Department is gratified to note that the House did not question the im- 
portance and necessity of maintaining an effective program in Germany. As 
brought out in Mr. McCloy’s testimony before your committee, and reaffirmed 
by the Senators who were present, each year the budget requested for Germany 
has been reduced by this Department and these reductions have been conscien- 
tiously carried out. The reduction proposed by the House for 1953 cannot be 
met by savings in operating costs but would require a reduction in the program 
presented to you by Mr. McCloy. In the budget presented for 1953 for Germany, 
staff was reduced 40 percent below 1952. In addition, the budget indicated that 
80 positions would be dropped during the year as specific occupation duties were 
liquidated, In recommending this reduction, the Department carefully analyzed 
the effects on staffing of the termination of occupation functions and feels strongly 
that staff has been reduced to the minimum required to carry out the continuing 
United States responsibilities in Germany. 

Other objects of expenditure were reduced correspondingly, except where there 
were specific circumstances preventing such reductions, or where the amounts 
for other objects were not related to reductions in staff. In the former category 
are included travel requirements and communications costs; in the latter category 
are included representation, official residence expenses, and unvouchered funds. 

Home leave and transfer travel have been reduced by 23 percent. Included in 
the total of $1,221,465 for this item is $565,264 for appointment travel and 
$381,176 for home leave travel. These amounts will provide for appointments 
to replace normal separations, for appointments in connection with interservice 
transfers, and for regularly scheduled home leave travel. The amounts requested 
represent an increase above 1952 of $179,063 for appointment travel and an in- 
crease of $127,176 for home leave travel because the curtailment of staff in 1952 
resulted in a virtual stopping of normal replacements and a reduction in home 
leave eligibles. Included in the $565,264 for appointment travel is $310,000 for 
interservice transfers. This item is essential because of the length of service in 
Germany of many regular Foreign Service employees who must now be transferred 
to other areas and be replaced by regular Foreign Service employees from other 

sts. 

The increases in appointment travel and home leave travel are more than 
offset by the $676,875 decrease in separation travel. The amount for this item 
for 1953 provides for normal separations, as compared with the large require- 
—_— for 1952 which were necessitated by the drastic curtailment in staff during 
1952. 

The increase in administrative travel is made mandatory by the increased rates 
charged by the Department of Defense for courier flights to and from Berlin. 

It has been necessary to request an increase in communications because of 
substantial increases in cost due to the loss of concessional rates after contractual 
agreements have been ratified. In addition, it should be noted that, while there 
will be substantial decreases in the volume of communications handled, this 
decrease cannot be proportionate with the decrease in staff. 





106 SUPPLEMENTAL APPROPRIATION BILL, 1953 


Requirements for representation and for unvouchered funds for use in con- 
tingencies are not subject to reduction without seriously handicapping the oper- 
ations of the chief of mission and his top staff. 

The official residences expenses have been reduced from 1952 as a result of 
discontinuance of the Frankfort residence. The $4,900 requested for this item 
is to cover dollar expenses at the existing level in connection with the residences 
in Bonn and Berlin. 

Because the budget for Germany as presented by this Department ane con- 
templates additional staff reductions during 1953, and because proportionate 
reductions as explained above are not possible in other objects, the reduction of 
$1,127,500 if allowed to stand would have to be taken from the program itself, 
either in elimination of essential staff or in public affairs program expenses. 
Neither of these steps is considered poses if we are to carry out the 1953 pro- 
gram for Germany as discussed by Mr. nr with you and your committee. 

The Department has just heard from Mr. McCloy with respect to his reaction 
to the seriousness of the House reduction of $1,127,500 for Germany. Mr. 
McCloy urged that the Department inform you of his belief that the budget as 
presented is extremely tight. He points out that the budget estimate was based 
on an estimated date of ratification, the time-table for which has already changed, 
and that any date beyond August 1 (the date assumed in the budget estimate) 
increases our budget requirements and decreases immediate staff savings which 
were already assumed in our estimates. He adds that a reanalysis in light of the 
House reduction leads to the inescapable conclusion that the House cut must be 
applied exclusively to the public affairs program and that fiscal year 1953 is not 
the year to tamper with the public affairs program or to reduce it below the levels 
proposed in the estimates submitted to you. 

Mr. McCloy further asked that your committee be advised that, he is concerned 
about the statement in the House report that the decrease ested for Germany 
is not commensurate with reduction in functions and services-associated with the 
establishment of an embassy. He points out that at least 300. American positions 
in Germany in the 1953 request stem directly from occupatidh activities or from 
a of contractuals and are, of course, not found inf “normal embassy” 
unctions. 


(Program for Austria) 


The House Appropriations Committee recommended a reduction of $372,500 
below the original estimate of $3,800,000 for a net dollar program of $3,427,500. 
At the hearings before the House and Senate committees, the Department offered 
an amendment reducing the original estimate by $125,000 as a result of the elim- 
ination of hardship differential payments for Veta: The revised request for 
Austria is then $3,675,000. The House committee recommendation, therefore, 
is $247,500 below the revised amount requested. Restoration is requested for 
this amount. 

In the 20 months that the Department of State has had responsibility for the 
civil affairs program in Austria, we have successfully reduced the dollar cost of the 
program to the point where the $3,675,000 requested for 1953 represents the level 
of operation in Austria necessary not only to prevent the situation from deteriorat- 
ing but also to overcome the stalemate that exists today. It is just this situation 
which makes us feel that we cannot reduce our personnel further. The reduction, 
therefore, would have to be applied to nonsalary operating items and to public 
affairs program expenses. 

It would be extremely difficult to reduce either or both nonsalary operating 
items or public affairs program expenses without adversely affecting the program. 
The dollar expenses budgeted for 1953 for the public affairs program have been 
reduced considerably from 1952—18 percent. The 1953 estimate represents the 
hard core of dollar-financed items necessary to carry on that program at the 
present level. 

The nonsalary operating costs comprise such major items as home leave travel, 
rents and utility costs, communications, operation of the Mozart train (which 
is the only secure train at the complete disposition of the United States element), 
and cost of censorship (required by Four Power agreement). There are, relatively 
speaking, only s amounts for supplies and equipment. A comparison of 
some of these items shows an increase in 1953. They do not represent program 
activity increases. They are increases which arise as a result of the rate increases 
in‘ Austria on certain items, such as rents, utilities, and communications which 
were made effective during 1952. (The cost for the items in this budget are pay- 
able in dollars, in accordance with the terms of the pay-as-you-go agreement.) 
The increases in 1953 represent the annualized cost in 1953 of these items which 
increased in cost sometime during 1952. The only other large increase ($62,500) 
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mh fog the purchase of coal with dollars in 1953. In 1952 it was not possible to 

ase all of our coal requirements with schillings. Present indications are that 
in 1 1953, we will need dollars to buy all of our coal requirements, hence the request 
for dollars to purchase coal outside of Austria. Despite the increases mentioned 
above, the request for 1953 is a net decrease of $325,000 below the $4,000,000 
available for Austria in 1952. 

Austria, today, is the only place in the world where the United States, France, 
Great Britain, and the Soviets work on a day-to-day basis. We think it necessary 
to maintain the level of operation in effect today. To do this would require 
$3,675,000 for Austria. 


SECOND AMENDMENT REQUESTED 


The Department requests the following deletion from the House bill: 
Page 37, after line 2, strike out the entire section inserted by Mr. Jensen. 


JUSTIFICATION 
(For the German and Austrian programs) 


The action taken by the House on Saturday, June 28, in adopting the Jensen 
amendment for inclusion in chapter IX of the act, and thereby reducing personal 
services by 15 percent apparently applies to the “Government in occupied areas’’ 
appropriation for Germany and Austria which is in title I] of chapter IX. This 
represents a very serious reduction in the programs presented to you by Mr. 

eCloy and Mr. Donnelly and will very much handicap our operations in both 
countries. 

You will recall from Mr. MecCloy’s testimony and from the comments of several 
of the Senators who attended the hearing that Mr. McCloy has each year for the 
past several years budgeted important reductions for the German program and 
has carried them out. For 19538, the budget request for Germany as submitted 
to you included a 40 percent staff cut from 1952. In addition, 80 positions are 
scheduled to come out in the course of fiscal vear 1953. 

The Department feels that, with these voluntary reductions, it has submitted 
& very conservative and conscientiously prepared budget for 1953. Any further 
staff reductions will seriously impair our ability to carry out our responsibilities 
in Germany. 

In Austria, the staff of the Department of State is substantially lower than 
that maintained by the Department of the Army 2 years ago when they were 
responsible for the program. Further reductions must wait until we can reach a 
general agreement on Austria. 

The Department is therefore requesting that your committee take action to 
eliminate this amendment proposed by Mr. Jensen. 


But there are other matters which have been brought up as the 
result of the action taken by the House on Saturday night, which I 
should like to mention briefly. 


MULTILATERAL TECHNICAL ASSISTANCE od 


One of them is that which Senator Saltonstall has just spoken Vi: 
multilateral technical assistance. 

As you will recall, there was a very strong sentiment in the Gon- 
gress that our contributions to the United Nations should bt Bead 
33% percent of total contributions by member states. slisoga aaw 

Senator Frrcuson. Well, it was put in the law, was A bth wor 

Mr. Bruce. I believe that it was, sir, and that that %s to 


be attained. Whether it is to be done immediately°6? fio oP dbiPt 
happen to know. But these programs of which on re'now ing 


are not regular ones of the United Nations in the eee 

of the term. They are so-called voluntary proghims® fiom! ne we 

can retire at any time. The United Natioris’ Orie HERE IU “fe ithe 

Care of Children, for example, is involved" ° ad YF 2 et 
Over the years, the contributions made by the “it Wifi OS TK 

in which this money is to be spent have, Wheit' talk nm &¥ eh bial Sith 


our own national contribution, come, to a ;Ppint. w het) 7th. the! in- 
rf odd Ad TOIBM9C 
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creasing interest in those foreign countries, our own foreign contribu- 
tions do not reach a total of 33% percent. In some cases, the total 
contribution made by the foreign nations is in excess of 100 percent of 
what we ourselves contribute. 

Therefore, the feeling is fairly general that the House in its action 
Saturday night in making this particular type of cut did not consider 
the over-all picture, but perhaps, if I may say so, confused the volun- 
tary contributions with those which are part of the regular calls that 
are made upon us for the support of permanent organs of the United 
Nations. 

INTENT OF CONGRESS 


Senator KNow.Lanp. Mr. Chairman, right at that point, because I 
must differ with the distinguished Under Secretary, it seems to me 
that that reasoning is a good deal like saying that in this Korean 
military operation where we are putting in better than 90 percent 
and all the rest of the U. N. nations put together are putting in some- 
thing less than 10 percent of the armed forces, that if we consider the 
contribution of the Republic of Korea, which is not a member of the 
U. N. and has been kept out of the U. N. by a Soviet veto, therefore our 
proportion is not as much as 90 percent. 

What the Congress tried to get at on this legislation, and certainly 
the intent of the Congress was clear, was that not over a given per- 
centage should be borne by this country and the U. N. operation. 


UNITED STATES CONTRIBUTION TO KOREAN RELIEF 


The other day we had before our committee a newspaper statement 
on this operation, not of military but of relief expenditures in Korea, 
claiming that the U.-N. had done a substantial amount. But when 
you broke down the figures you found that actually the United States 
was putting in 93 percent of the funds, and it was not a U. N. operation 
in that sense of the word. And it seems to me that the State Depart- 
ment has an obligation to follow not only the letter but also the clear 
intent of the law, and otherwise you can shift all of these things over 
to so-called voluntary committees, and you can completely circumvent 
the legislation passed by Congress. 

Senator Ferauson. Why should voluntary agencies, Mr. Secretary, 
be doing it, if there is a U. N. program to which we are a party, and 
we do limit the amount in the U. N. program? Why cele we then 
shift it around, without notice to Congress? 

Mr. Bruce. Senator, in the authorizing legislation, this type of 
contribution on the part of the United States to which I have referred 
was specifically exempted from the application of the general rule. 
Now, this is a very complex subject. 

Senator Ferauson. Is that in the statute itself, and is it spelled 
out, and is there an exemption? 

Mr. Bruce. I believe it is in the authorizing legislation. I have a 
statement on it which I will submit for the record. 

Senator Ferguson. Was it brought to attention, and did we exempt 
it from the appropriation in the past? 

I must siy that I do not recall this being brought up in the Appro- 
priations Committee. 

Mr. Murpny. It was not brought up in the Appropriations Com- 
mittee, Senator. 

Senator Fereuson. I thought it was not brought up. 
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LIMITATIONS 





Chairman McKe .uar. Reading from Public Law 400: 


Sec. 12. There is a hereby authorized to be appropriated to the President not 
to exceed $16,481,000 to enable him to make contributions to the United Nations 
International Children’s Emergency Fund until December 31, 1953, in such 
manner and on such terms and conditions as he may deem to be in the interests 
of the United States to support international children’s welfare work: Provided, 
That the contributions shall be made in such a manner as to give assurance that 
they will not exceed 33% percent of contributions from all governments, includ- 
ing contributions made by governments for the benefit of persons located 
within territories under their control: Provided further, That none of the funds 
authorized shall be used in duplication of the activities of other agencies of the 
United Nations. 


Those are provisos and restrictions, rather than enlargements, as 
I see it. The limitation is perfectly clear that only $16 million, and 
really only part of that, is involved, because it lasts only until January 
1953. Let us see if 1 am correct about that. 

No, it is December 31, 1953, 6 months. 

Senator McCuie.uan. December 31, 1953, would be a year and a 
half. 

Chairman McKetuar. It says here “until December 31, 1953.” 
You are right. 

Mr. Bruce. Now, Mr. Chairman, in bringing this question up, we 
have gotten involved in an absolute mare’s nest of complications, 
because there are some of these special cases where the program is of a 
so-called voluntary nature and where specific exemption has been 
given to them. 

Chairman McKetuiar. But, Mr. Bruce, it is your duty as a repre- 
sentative of this Government to abide by the law. And when you 
get the $16 million provided in the law, you should use that as provided 
in the law, and not go beyond it. 

Mr. Bruce. It will so be done, Mr. Chairman. 

Chairman McKe tar. I am glad to hear it. Thank you, sir. 

Mr. Bruce. There is no intention of not abiding by the law. 


UNITED STATES PARTICIPATION IN VOLUNTARY AGENCIES 


Senator KNow.anp. I would like the Under Secretary to furnish 
this committee with a list of the voluntary agencies where we are 
participating, the amount of our participation, and the amount of 
participation of all other governments. 

Senator Frerauson. And could I ask under what section you claim 
you are authorized to do that? 

Mr. Bruce. I will submit that for the record. 

Senator Corpon. When? 

Mr. Bruce. Today. 

(The statement seliaved to follows:) 


SPeEcIAL PROGRAMS OF THE Untrep Nations AND Its SPECIALIZED AGENCIES 
‘INANCED BY VOLUNTARY CONTRIBUTIONS FRoM GOVERNMENTS 


United Nations Relief and Works Agency for Palestine Refugees in the Near East 
United Nations Korean Reconstruction Agency 

Joint Support Program of the International Civil Aviation Organization 

United Nations International Children’s Emergency Fund 

United Nations Expanded Program of Technical Assistance 
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Contributions and pledges to the United Nations Relief and Works Agency for Pales- 
tine Refugees in the Near East and its predecessor agency—United Nations Relief 
for Palestine Refugees 


| | ‘Estimated UNRW wa | 


| Total of both 


UNRPR | UNRWA| July 1, 1951, through programs 


\Dec. 1, 1948, May 1, 1950,, 7 Une 30, 1952 

1 See.) SUR rrr aerators 

| Apr. 30, | June 30, - 3 | 

| 1950; con- | 1951; con- pane | Contribu- 

} tributions | tributions Pledged I 7 . | tions and | 
| as of May ledges 

1, 1952 PIPTES 


Percent- 
age 


Members ofthe United Nations: | | 

Afghanistan . ; | $5, 600 a aces ‘ $5, 600 
I oo dire ween Bes $50, 000 |___.__- 2 50, 000 
Australia - . ..-- | 325, 806 | 250, 000 $350, 000 |......... 925, 806 
Belgium see a . 441, 180 | 6, 000 | 30, 000 j...-.. . 477, 180 
Bolivia e : 4 be ot bated | 5, 000 5, 000 $5, 000 10, 000 
Canada__.---- ; 040,616 | 1,400,000 | ._.- ak _..-.-| 2,440,616 
Denmark a 130, 480 | 14, 500 oe 202, 980 
Dominican Republic caaaeaall 10, 000 5,000 |... a j 15, 000 
Egypt sk , 822,052 | 2,396, 300 391,223 | 391, 223 | 5, 609, 575 
FE] Salvador a ; . ; | 500 | 500 500 
IE iiging smn nubile 25, 500 3 pili kctlniicasledite tap 25, 500 
France. _.. phemiints , 867, 380 2, 857, 000 . 571, 400 1, 714,285 | 7, 295, 780 
Greece abodes } 38, 221 56, 287 56, 287 94, 508 
Honduras. -.- ibang ‘ aioe 2, 500 | 2, 500 | 2, 500 | 
India é sai | 69, 666 |- : a ; 69, 666 
ID Scien siciendad 93, 396 | 30, 000 | 30, 000 | 123. 396 
Irag iiline daghimiencitey ; 892, 598 980, 000 : : | 1,872, 598 
Israel ened : ‘ 718, 919 114, 350 57, 500 | 3, 855 | 890, 769 
Lebanon X | , 302, 915 690, 100 | 33, 000 |. + 2,026,015 
Luxemburg J odd 5, 209 2, 000 | 2, 000 2, 000 | Q, 209 
Mexico. . ‘ Rad aS ? 115, 600 |... 115, 600 
Netherlands : | aa 25. , 000 | 25, 000 | 25, 000 
New Zealand _. 4 320, 732 210. 000 | 210, 000 580, 732 
Norway - - - -- eat 60, 475 60,000 | 14, 000 | 14, 000 | 134, 475 
Pakistan 223, 380 90, 000 90, 000 | 90, 000 403, 380 
Philippines. - . ss . 10, 000 10, 000 
Saudi Arabia : : ‘ 142, 356 37, 650 115, 000 115, 000 295, 006 
Sweden__. ..---- ‘ 104, 457 20, 000 |... | 124, 457 
DeWA: og is a ene | eS 580, 100 | 60,000 |....._______| 2,965, 271 
Turkey ae 206, 333 ° Abn doe bce 206, 333 
Union of. South Africa _ s 39, 687 : Thi be eecl ; aS 39, 687 
United Kingdom. __.._- , 435, 484 6, 200, 000 | 12, 400,000 | 2.8, 000,000 | 23, 035, 484 
United Kingdom loan to the | 

Hashemite Kingdom of | | 

Jordan sight dbtadenapaeit ., 2,800,000 | 4, 200, 000 4, 200,000 | 7,000,000 
United States .............-.| 16,000,000 | 27,450,000 °50,000,000 | 30,000,000 | 93, 450, 000 
VermeGOee = on52-5255 soecceet ee han ccseht. cas DOOGe 1s. eS cak 34, 925 
Yemen > ; 9, 863 |.- sa thaceinataioe’ " ie | 9, 863 
Yugoslavia ES ape atte Bee tao seuia 45,000 |_. a 80, 200 

Other governments: 

Bahrein iets 35, 812 |__- he 20, 927 20, 927 | 56, 739 | 
Erie a eh Erne ee sid E 96, 774 
Hashemite | Kingdom of | i | 

Jordan , 262, 771 459, 500 168, 000 84, 000 1, 890, 271 
Italy wae : 27, 764 |..-- a 27, 764 
Sy ae pee eS eee sone 31, 500 31, 500 | 31, 500 
Qatar cine aaa = ‘ 20, 895 20, 895 | 20, 895 
Southern Rhodesi: ic lit hpeatcedul 19, 600 | 19, 600 
GIR nic cca en . +e 144, 000 144, 000 
Switzerland _______- nda abe aie ieee i 
Viet Nam ea iensipid Acid ecneeiat cis 5, 5, (*) 


Total oH 5,173, 586 | 46,473,000 |471, 321, 932 445, 185, 572 /4152,968,518 100 
Private contributions. 1, 439, 963 2, 260, 778 486, 440 | 486,440 | 4, 187, 181 
Grand total 36, 613,549 48, 733, 77 71, 808,372 45, 672,012 157, 155, mt l. 


| Less than one-tenth of 1 percent. 

? The United Kingdom loans to the Hashemite Kingdom of Jordan are considered as part of the United 
Kingdom contribrtion to the total program. 

3 $50,000,000 has been authorized. The United States pledged $30,000,000 for fiscal year 1952, with an indi 
cation that the United States is prepared to increase this amount to $50,000,000 dependent upon the progress 
of reintegration plans, and provided that the United States contribution does net exceed approximately 70 
percent of total resources made available by other governments. 

4 The Governments of Lebanon, Syria, Jordan, Egypt, and Iraq have contributed direct aid and services 
for which figures are not yet available for the current year. The total contributions of these countries for 
the period May 1, 1950, to June 30, 1951, amounted to $5,106,000 and it is expected that their contributions 
for the current year will approximate that amount. The addition of these amounts to the total program 
will result in some changes in the percentage distribution. 


Nore.—Prepared June 13, 1952, 
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Unitep Nations Korean Reconstruction AGENCY—STATEMENT OF 
GOVERNMENT CONTRIBUTIONS AND OFFERS TO JUNE 20, 1952 


{Expressed in terms of United States dollars) 


The United Nations Korean Reconstruction Agency was established by res- 
olution of the General Assembly of the United Nations on December 1, 1950, to 
assume responsibility for relief and rehabilitation operations in Korea at such time 
as may be agreed upon by the Unified Command. Voluntary contributions, to 
be paid in cash or in kind, were solicited. The following contributions have been 
o's and contributed toward a total budget of $250,000,000. 


| | | 

| | Offered in 

kind and 

Amount | Received in | made avail- 
offered cash | able to uni- 

| fied com- 

| mand 


Member states: | 
Argentina. ___. Pb saKe : t ‘ ‘ $500, 000 j......... 
Australia... .- 4 - cack el caveite 4, 024, 738 | ER 
Burma.._.._.. ai ; eas “i ; IE Licinst: bout tbaedlemes 49, 934 
Canada... .-..- Jy we 6, 904, 762 
Chile. hii alae oo alan dil 250, 000 |___. aie 250, 000 
Denmark oa catered 860, 000 | 
Dominican Republic Sidipine sushi’ atin be 10, 000 
Egypt bic okbbenen and sissies eh Dinas enol 28, 716 | 
E] Salvador_____- ais : : 500 
Ethiopia ss caiaigiinibogho eae a Seis dec en 40, 000 
Guatemala._...........- = : () 
Honduras... ..-.---- ; a : 2, 500 2, ! 
Indonesia -. Z sh alee’ dteaict ; os 100, 000 100, 000 
Israel... ...- é ; ; d 3 UN Bid mice iene 
Lebanon os ca 50, 000 50, 000 
Liberia _- chee on et 15,000 |____- 
Luxemburg. --. ; hte 38 iiss eae See 20, 000 20, 000 
Netherlands } en lionel 263, 158 263, 158 
Norway. - a oe pac oe 829, 000 
Panama ‘ dud i ‘ ha 3, 000 
Paraguay ' ; ‘ — 10, 000 | 
Saudi Arabia aide pahtdolale 20, 000 
Sweden._...... ndinaa hacit ae — ss casnimise bia ade 966, 518 
Syria ’ Ln secctaeiginpell 211, 408 | 
United Kingdom and Northern Ireland aE EA 28, 000, 000 | 
United States of America ; ...-.| § 162, 000, 000 
Venezuela. -. f ‘ 








205, 062, 834 


Nonmember states: 
Austria ified sit ip Minted aiatide planed 
Viet Nam... “ ide sete Mb ebbbaete 10, 000 


50, 000 | 10, 000, 


—S———— 
ee IN nS eae rh ee Fa ae EP _.| 205, 112, 834 iT “18, 120, 420 





! Offer of ‘aber not yet valued. 

2 Not yet formally confirmed. 

3 Offer made subject t6 approval of the Congress. 
4 Goods not yet accepted by unified command. 
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J Ormnt Scuprport PROGRAM OF THE INTERNATIONAL CiviL AVIATION ORGANIZATION 


Projects for the development of air-navigation facilities on the North Atlantic 
route are individually supported by voluntary contributions from the nations 


using these facilities. 


paid for the 


Country 


ae 

Belgium -. 
Canada_.-.- 
Denmark. 
France 


Netherlands- -__- 


Norway -__-- 
Sweden 


PR itidnccseneos 


Canada... __- 
Denmark. ----- 
France ook 
Netherlands - - 
Norway. - 
Sweden_- 
Switzerland 


1 Conversion rate of 16.285 


Country 


Belgium. 
Canada 
France 
Iceland. 
Netherlands- 


OORT cngoceosks 


Sweden 


Belgium 
Canada 
France 
Iceland 
Netherlands 
Sweden 


calendar years 1950 and 1951. 


The following tabulations show the contributions due and 


Payments received for major Icelandic joint support project 


CALENDAR YEAR 1950! 


Amount | 
of contri-| Amount; Amount 


Country 
bution | paid due 


$4, 224 | 
23, 284 | 
3, 365 | | 
10, 979 
5, 891 15, 891 
3, 660 3, 660 
, 060 5, 060 


$4, 224 

23, 284 | 

3, 365 | 
, 979 | 


| United Kingdom - - 
United States 
| 


Total. 


Grand total... 


CALENDAR YEAR 1951! 


9,960 | $7,675 $2, 285 
7,905 | 37,905 | 0 
,655 | = 7, 655 | 0 
5, 039 | 0 25, 039 Total -- 
35, 922 | 0 35, 922 ||} Iceland - -.-_- 
,655 | 7, 655 | 0 || 
,528 | 7,652} 3,876 || 
, 611 611 | 0 | 


| | 
| | 


United States____. 


Grand total 


I arent te concmindcurs 


United Kingdom -_-. 


| 
| Amount 
of contri- “paid | Amount 


| bution paid due 


17, 439 
1 18, 730 


17, 439 
118, 730 
| 202, 632 | 202, 632 | 
| “41/908 | 


| 244, 540 |__...... 


32, 187 | 32, 187 0 
| 333, 331 | 116, 665 | 116, 666 


--| 408,748 | 





7 Icelandic kronur—United States $1 used. 


Payments received for joint support project in 


CALENDAR YEAR 1950! 


Amount 
\of contri- 
| bution 
| 


— 
Amount 


paid Country 


due 


Amount | 
| 


$9,990 | $9, 990 0 || 
57, 590 | 57, 590 | || United States 
31,146 | 31,146 | 

10, 578 | 0 | 2 $10, 578 Total_ 
37,022 | 37, 02: 0 |; Denmark 
9, 402 29, 402 


12, 928 ; 0 Grand total 


CALENDAR YEAR 1951! 


| $16,989 | $13, 030 $3, 959 
64,648 | 64, 648 0 
42, 848 0 42, 848 
10, 449 8 | 10,449 
61, 265 | 61, 265 


19, 546 | 0 


United States_- 


Total__ 
| Denmark 


United Kingdom... 


United Kingdom... _. 


Greenland 


Amount 
of contri- 
bution 


$56, 415 
08, 816 


Amount} Amount 
paid due 


$56, 415 0 
303, 816 0 


7 | 508,907 


$19, 980 


| $54, 951 | 0 
| 397, 737 | 0 


| 558, 030 


| $54, 951 
397, 737 


| 676, 551 
68, 330 


$118, 6 §21 


i 

| 

| go 

Switzerland. 7, 818 7, 818 0 Grand total_. ot 
| ' 


| 
19, 846 | 


! Conversion rate of 6.90714 Danish kroner= United States $1 used. 
2? Did not consent to assessment. 
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Payments received for joint support project in the Faroes 
CALENDAR YEAR 1950! 


Amount | | Amount] 
Country of contri-|4™mount | Amount Country of contri.|4mount |Amount 


bution | Paid due bution | Paid due 


United States $34, 201 | $34, 201 


| 85, 827 55, 827 
Denmark_........- aa 


Grand total.....| 58, 498 2 | -sépaiais 
i 


Netherlands 
United Kingdom. -... 


CALENDAR YEAR 1951! 


Belgium ™ $1, 766 0 
6,710 0 
0 $4, 436 

6, 364 
0 

0 


$41, 312 | $41, 312 | 
67,100 | 56,300 
a | 





Netherlands. -........- , 36 0 
Switzerland 812 
United Kingdom 5, 700 





i Conversion rate of 6.90714 Danish kroner= United States $1 used. 


Payments received for Vik Loran project 
CALENDAR YEAR 1950! 


l et eed | 
Amount) | pe 
Amount} Amount Amount Amount 
Country "pation | paid due Country — paid ins 
nD bution | 


United Kingdom | son $1, 941 $1, 941 
cee eee United States___.___- 13, 589 13, 589 
ES Ee occu bemes g A cab aoe 
Netherlands ; ; ; EE icaeie aed 21,008 | 21,008 | 








CALENDAR YEAR 19512 





| | | 
$4,952 | $4,952 0 || United Kingdom $5, 503 | $5, 503 | 0 
; 4,402 | 2.660 | $1,742 || United States | 38,520 | 38, 520 | 0 
Iceland _ .- | 2,752 2, 752 0 |__| —— - 
Netherlands | 2,201} 1,330 871 55, 717 | 2, 613 
| | 


1 Conversion rate of United States $0.909091= Canadian $1 used for all of these contributions except for 
the Canadian $453.62 assessed to the Netherlands for the period July 1-Dec. 31, 1950, for which a conversion 
rate of United States $0.95= Canadian $1 was used. 

2 Conversion rate of United States $0.95= Canadian $1 used for contributions for the period Jan. 1-Sept. 
30, _ and conversion rate of United States $0.95751= Canadian $1 used for contributions for the period 
Oct. 1-Dec, 31, 1951. 


Payments received for joint support of loran station at Frederiksdal, Greenland 
SECOND HALF OF CALENDAR YEAR 1951! 


| | | 

| Amount} | Amount) 

lof contri- — — Country of contel-| ameuie Atount 
| bution Dore - bution | 

Feel 


i} ae ee oe aa 
$1, 169 | United States | $27,352 | $27,352 0 


4, 442 L— eldest 
Total | 44, 425 | 27, 890, | $16, 535 


2, 987 
4, 213 || Denmark 
0 


0 
0 
0 
4, 213 0 oe 
Switzerland.__. 538 $538 —~ 

United Kingdom.- 3, 774 0 3, 774 | Grand total_....! 46, 763 | 





1 Conversion rate of 6.90714 Danish kroner equals United States $1 used. 
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Unitep Nations INTERNATIONAL CHILDREN’s EMERGENCY FUND 
(UNICEF) 


STATEMENT OF RESOURCES 


The central account of the children’s fund, maintained at the headquarters in 
New York City, consists of the contributions of governments, in cash or in kind, 
to the general resources of the organization; the contributions of private individ- 
uals and groups; the value of UNRRA residual assets turned over to the fund; and 
miscellaneous income. 

As of April 30, 1952, the cumulative total of these resources, including pledges, 
was in the amount of approximately $165,492,000. 


Government contributions and pledges ___......-....-...-.---. $117, 670, 000 
Private contributions. _.______- : 12, 642, 000 
UNRRA residual assets . a Fae ae aT yet 32, 608, 000 
Other income oe oe sper: ees 2, 602, 000 


165, 492, 000 


The breakdown of government contributions and pledges, by calendar years, is 


as follows: 
(In thousands of dollars) 


Country | 1947-48 | 1949 | 1950 | 1951 | 1952 Total 
| es 


Afghanistan sebeontany ; $6 | 
Australia ; osnnkss . | $7, $2, 732 $560 560 
Austria ; 2! 10 6 35 
Belgium P eoiiaaa z é 
Bolivia ; | 10 
Brazil . 92 86 
Bulgaria - 5 i | 
Burma.__- ; : ; 50 
Canada_.- : | 546 470 
Ceylon | ; 10 
Chile | : 5 
China } -o} 25 
Colombia ‘ | : 17 
Costa Rica | | 10 
Cuba ‘ ; 
Czechoslovakia 
Denmark ace 
Dominican Republic 
Ecuador 

Egypt 

Finland 

France 

Germany 

Greece 

Guatemala 

Haiti 

Hungary 

Iceland 

India 

Indonesia 

Iran 

Iraq 

Israel 

Italy 

Japan 

Jordan 

Liberia 

Liechtenstein 

Luxem burg 

Malaya 

Netherlands 

New Zealand... 
Norway 

Pakistan 

Peru 

Philippines 

Poland 

Sings pore 

Sweden 

Switzerland 

Thailand 

Turkey... be 
Union of South Afriea 
United Kingdom 
United States 
Uruguay 

Venezuela 
Yugoslavia | f | 400 | 


Total ' 55 | 29, 22: 10, 298 | 762 | 














~ $17, 
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In addition to contributions to the central account, the fund’s program is sup- 
ported by contributions of governments receiving assistance toward the furthering 


of activities within their own territories. 


The governments receiving assistance 


commit themselves to these outlays as a part of the agreement whereby funds 
are allocated from the central account for their benefit. 

As of August 14, 1951, when cumulative allocations from the central account 
were in the amount of approximately $115,958,000, these contributions of govern- 
ments receiving assistance, made or pledged, were in the amount of approximately 


$178,065,000. 
amount of approximately $190,300,000. 


It is estimated that, as of April 30, 1952, the total was in the 


The breakdown, by country, of the $178,065,000 as of August 14, 1951, for 


which details are available, is as follows: 


Afghanistan. _.........- $3,000 Hungary .............-- $2, 796, 000 
PO USERS ood ecu SOG BER... Ld e. ee 5, 000, 000 
BS sib pe wc ce hoe 10, 607, 000 Indonesia - - - --- a seca ea: 2, 400, 000 
SRR te eaati DS EE Me coc. sapuweesececn 67, 000 
aS aes S Go; ee AeNeOi So 6c LL 379, 000 
British Honduras______-_- I ce al 19, 978, 000 
RS chi oc Be EIORL. cae cn cnen cee 160, 000 
PRR Ce bl. i ] Spee WO uo. LS 640, 000 
RRR Ral ee 160/000 Deeeye. .. 2-2... JL. 720, 000 
EON oes Pua ach ots Se 470,000 Nicaragua.--_---..------ 510, 000 
SE. 4 Les Shei a oi 510,000 North Borneo__..-_.---- 110, 000 
. FS eee 1 it Gow Teen 5 oe 1, 400, 000 
SNE sii econ cs hu a ER. oe ce nee 50, 000 
Games Mises is........ 320,000 Paraguay_......------.-- 50, 000 
@eochosiovakia.......-.- 18, 006,000 Peras....-..-...-..... 180, 000 
Dominican Republic___ -- 210,000 Philippines ----.....---- 1, 430, 000 
NSE ee a ee es eee 37, , 000 
By Gaivador..o. oo... Tee, Ceo Tepmenie. ose 18, 765, 000 
nar Shaina ts < wien areata 2, Grae Delamere... 2. ee 32, 000 
PNG bb Shes 6, 446,000 Singapore... ....-.-.--- 15, 000 
Ns oe ke 3; 936, GOD «Thailand. .......-...0. 1, 600, 000 

OS Ae ety ame 14 See Gee 2 reeeee.....~~-- 562-5 30, 000 
Guatemala___-...--.--- 670; OOO Uraguay:.... 2.2. c2L Lf 21, 000 
MG os Le eed 210,000 Yugoslavia. --_-....--.-_- 21, 000, 000 
Romeereb. S222 os oS 200, 000 —-- 
eee Meee ets 5 2. See 230, 000 Total... .........° 178,065, 000 


Unitrep Nations ExpaNnpep Proaram or TECHNICAL ASSISTANCE 


The United Nations expanded program of technical assistance, in which the 
United States participates as an integral part of its point 4 program, is financed 
from funds contributed voluntarily by governments to a special account estab- 
lished for this purpose by the Fourth General Assembly of the United Nations. 
Contributions to the special account are made not only by members of the United 
Nations but also by nonmembers, i. e., Switzerland, Vietnam, Germany, etc. Al- 
though the major portion of available funds are contributed by the so-called 
developed countries, the extent to which the underdeveloped countries are 
contributing directly to this common fund is evidenced by the fact that 63 
governments have pledged to the 1952 calendar year program. 

As of June 15, 1952, contributions and pledges to the special account for the 
first program period of 18 months ending December 31, 1951, and the second 
program period ending December 31, 1952, in dollars equivalents were as follows: 
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| First pro- | second pro- | First pro- | Second pro- 
Country \gram period) gram period 
(18 months); (12 months) 


ee 


} y gram period|gram period 
| (18 months) | (12 months) 


Afghanistan 7, 001 $7, 001 $5, 000 
1 200, 000 200, 000 é 14, 002 
Australia___.__- é | 400, 921 190, 000 $ 28, 003 
Austria 19, 231 19, 231 ‘ 
Belgium 270, 000 | 270, 000 
Nao ae cilsdcncnck 12, 500 12, 500 
459, 459 459, 459 4 
Sie. ik ecae 7, 500 8,000 || Lebanon 
Cambodia ; eu EB O00. 1) Eameee. «6..2-.~-...26- 
SR Sh nnnecunacaeuesel 772, 727 | 750,000 || Luxemburg 
CN ie is, ae 15, 009 | 15, 000 || Mexico-_- 
Chile | 190,000 | 8 28. eee | 
heiathactan 10, 000 10,000 || Netherlands 

Colombia. whe 51, 020 100, 000 || New Zealand 
Costa Rica--... Saxe 1 5, 000 5,000 || Norway.....-...-- 
Cuba Sepia wien octal ee’ 50, 000 | 50,000 || Pakistan 
Denmark______- ceed 95, 555 108, 585 || Panama 
Dominican Republic is 6,000 || Paraguay- 
ie tins nen cccess 1 6, 300 6, 300 || Philippines. -___- 50, 000 
Egypt ~ pee 81, 850 81,850 || Saudi Arabia_.....____-- : 15, 600 
E] Salvador - 5, 000 RGee } Sweee................. B, 5 386, 623 
Ethiopia _- : -| 20, 129 20,000 || Switzerland 3 218, 862 
Germany (Federal Re- | | PE ein wanadaccca<cank : 11, 410 

on ae od SiS Gee 1: Mee... 5 kn ss ee - 34, 000 
Deets... 10,000 || Turkey_... Sh a oe 183, 638 182, 000 
France..............-.--.| 1,207,500 | 1,207,500 || United Kingdom 2, 128, 255 1, 260, 151 
Greece . : * | 1:20, 295 20, 295 || United States... ._- _...| 12, 007, 500 
Guatemala. --_.____- 15,000 | 7, 800 |} Uruguay-.-......--- : 99, 
Haiti_- Siians oaciimamicien 6, 000 | Venezuela__- pamnea 
Honduras S 8, 000 ee gk occ 
Iceland___.__.. ; a oe eke 
India a : 250, 000 ’ || Yugoslavia 
Indonesia. _.._____._- | 121, 522 3, i ee z 

1 40, 000 Total | 20, 070,260 | 18, 956, 499 


oe 
on 
aS 


sR ESS: 


: SrFwo 


sho 
oe 


5 
£825 


151, 103 
3, 000 
5, 000 








s 
8 








! As of June 15, 1952, all pledges had been paid in full with the exception of $535,300 remaining due from 
the countries indicated. 


In addition to the funds contributed directly to the special account, recipient 
countries are required, under the controlling resolution of the United Nations, 
“normally to assume responsibility for a substantial part of the costs of technical 
assistance with which they are provided, at least that part which can be paid in 
their own currencies.” The requirement of receiving-country contribution is 
written into all agreements negotiated between the United Nations and its special- 
ized agencies and the governments granted technical aid. Contributions in the 
form of local currency expenditures made by recipient governments are equal, on 
the average, to slightly more than the amount received by those governments 
from the special account. 


HISTORY OF LEGISLATION 


Senator Ropertson. Could I make a point on that? I would just 
like to keep before us a history of this legislation, so that we will have 
a better perspective of what has happened from time to time. There 
was a request for $7,900,000,000. The Foreign Relations Committee 
cut that $900 million. When it reached the floor, the highest cut 
offered was $500 million on top of that, and that failed. There was an 
amendment for $400 million more, and that failed. There was an 
amendment for a cut of $200,000,000, and it carried and went over 
to the House side. The House then cut $1,655,000,000, and that 
went to the floor. And on the floor it was finally cut approximately 
$1,900,000,000. That is the bill that is now before us, and that 1s 
$1,328,000,000 less than we spent last year, primarily on rehabilita- 
tion, and this is a bill for military assistance. ; 

Now, we must just bear in mind: Foreign Relations cut it $1 
billion. The Senate cut it $200 million more. The House com- 
mittee cut it $1,655,000,000. And then the House cut that $247 
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million more. So the total cut that comes to us now, with all these 
various looks at this thing from time to time, is nearly $2 billion less 
than the original estimate. Maybe we will accept that. I do not 
know. But let us not put the Jensen amendment on top of that. 

Senator Corpon. You mean you should have the same amount of 
help to administer a program $200 million greater than this as you 
would this one? 

Senator Ropertson. But I think the situation is such that with 
these technical positions involved and this physical labor work it does 
not make any sense. 

Mr. Foster. This is the time, sir, when, as far as our large number 
of helpers go, we need it more than ever, because the goods are be- 
ginning to flow, and will flow in increasing volume for the next year 
and these men are not only engaged in making these goods available 
to the countries that are going to use them. We also have a broad 
number of people who are dénigiistiatiae how those goods will be used. 

The effect of this, sir, will be to seriously interfere with the most 
effective use of these goods at the time when they are becoming avail- 
able to the people who are fighting or willing to fight with us on our 
side. 

Senator Corpon. What you say there is that your use of that is 
seasonal, and therefore at the earlier part of the fiscal year, you would 
require a greater number of individuals on the roll than you will require 
at a later time in that year. 

Mr. Foster. That is correct, sir. And this takes effect as of July 
1, 1952, which interferes immediately with the effect of it. 

Senator Corvon. If you will just hold off on your complaint about 
interfering, we will probably get somewhere here, and if you do not, 
you will probably be hurt. 

May I inquire whether a reduction of 10 or 15 percent, or some per- 
centage, which applies on a man-year basis rather than on a personnel- 
hire basis, day by day, would meet your necessities for a heavier em- 
ployment list at a given portion of the year, and a lighter at another? 

Mr. Fosrsr. I will be happy to answer that, sir. We believe that 
the figures we asked for are essential to do this job, just as we asked 
for it. 

Senator Corpon. I did not ask that question. I understood that 
was your first complaint. 

Mr. Foster. It would be less burdensome to meet it on that basis 
than it would under the Jensen amendment. 

Senator Fercuson. All right. Now, how much did you ask for 
that would be affected by this amendment? $43,700,000? 

Mr. Foster. We asked for $43 million on the administrative, but 
as I indicated earlier, sir, part of this takes care of blue-collar em- 
ployees who are actively engaged 

hairman McKe.iar. Let me suggest that I have it here. You 
asked for $43,790,000. The House cut it to $42 million and then later 
cut it to $37,800,000. Those are the figures. 

Senator SauronstatL. Mr. Chairman, may I ask one more question 
before Mr. Bruce leaves? 

Mr. Bruce, you need not answer that if you do not want to, but it 
bothered me a great deal and would affect my feeling toward this 
whole situation to a considerable degree. 
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ACHESON STATEMENT BEFORE BRITISH HOUSE OF COMMONS 


We went into Korea to save the United Nations, asI saw it. That 
is why I went along with it. We have NATO under the United 
Nations abroad. We have all these appropriations in European 
connection with NATO and the United Nations, in preserving it, 
our security, and all that goes with it. I was terribly disturbed by 
the newspaper quotation that Mr. Acheson had apologized or semi- 
apologized to the English House of Commons, two hundred members 
thereof, in an off-the-record, as to our going ahead in what we thought 
was proper action in the United Nations to bring it to a successful 
conclusion, particularly with about 90 percent of the people involved 
in there. Now, I say that because if we are going to apologize for 
what we are trying to do to save the United Nations Charter in Korea, 
putting up all our boys, 110,000 casualties, then by golly we want to 
know the attitude of mind of these people whom we are trying to help 
over in Europe in order to help ourselves. 

You need not answer that if you want to wait until Mr. Acheson 
comes back, but I would say to you very frankly that it would have 
some weight with me on this whole picture. 

(Discussion off the record.) 

Chairman McKe.tuar.fAre there any other questions, gentlemen? 


ACHESON TRANSCRIPT 


Senator KNowLaNpb. Before Mr. Bruce leaves, could he inform the 
committee this afternoon or tomorrow—I do not know whether it 
would be possible to reach the Secretary by telephone—as to whether 
or not we will get this transcript? I think the record ought at least 


to show that we were given it or refused it. 

Mr. Bruce. I will inform you, sir, as soon as I can establish contact 
with him. He is in Vienna, and he is going from there to Brazil, and 
we can reach him somewhere before the Congress adjourns. 

Mr. Chairman, I hate to take up so much of your time, but I have 
spared some of it. I have a very lengthy written statement which I 
would like to file for the record. 

Chairman McKet.ar. Certainly. It will be put in the record. 

(The statement referred to follows:) 


SraTEMENT By AcTING Secretary oF State Davip K. Bruce 


I welcome this opportunity to endorse what Mr. Harriman has said about the 
proposed Mutual Security Program for 1953, and to add a few comments on the 
important role of this program in our global foreign policy. 

The basic principles underlying the Mutual Security program have long been 
accepted by the Congress, the executive branch, and the American people. The 
most important question which has concerned us is the amount of American 
resources to be used for this purpose. This question is one which will determine 
the success or failure of the entire program. 

In my judgment, the Mutual Security Program for 1953 has already been cut 
to the bone. As Mr. Harriman has pointed out, the program was carefully 
screened and reduced before it was submitted to the Congress. It was recog- 
nized that these reductions involved a-stretching out of the period of insecurity, 
but the limitations upon our economic resources and those of our allies forced us 
to assume this calculated risk. 

Today this risk has been gravely increased. The 18.6 percent reduction made 
in the authorizing legislation passed by the Congress will require a considerable 
revision of the defense plans for the North Atlantic area and will prolong and 
increase the danger of communism throughout the world. In my judgment, 
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every additional dollar cut from this program will further imperil the security 
of the United States. 

In the titanic political struggle which is taking place throughout the world 
between the forces of freedom and the forces of Soviet slavery, the policy of the 
United States is based upon one fundamental premise. We believe that time is 
on our side. We believe that it is possible to increase the collective strength of 
the free world—politically, economically, militarily, and morally—more rapidly 
than the Soviet Union and its satellites can increase their potential for political 
and military aggression. If this strength can be built rapidly enough, we can- 
not only defend ourselves against any attack, but also assure ourselves a very 
good chance that such an attack will never occur. 

But time is on our side only if we use it to the best advantage. Every day 
that we lose in cunmemoring our defenses is a day gained for the military ma- 
chine of the Soviet Union. very day that is lost in eliminating poverty, misery, 
and disease from the vast areas of Africa, Asia, and Latin America is a day gained 
for the forces of Communist agitation and subversion. 

Today, I believe that time is working on our behalf. The forces of freedom 
are gaining momentum. But if we or our allies should reduce our present efforts, 
there is a serious danger that we would lose this momeatum—that time might 
begin to operate on the side of Soviet tyranny. 

- et me illustrate this point, first, by reference to the current situation in 
jurope. 

There can be no doubt that we have made time work on our side in free Europe. 
Through our aid and their efforts, many countries which stood on the brink of 
chaos in 1946 and 1947 have regained a large measure of economic health. Our 
European allies have undertaken a substantial defense program—have increased 
the numbers of their forces, have steadily increased their defense expenditures 
and have multiplied their military production. The average European citizen— 
the man in the street—has gained new confidence and hope and a renewed de- 
termination to defend his way of life with courage and vigor. The spreading 
virus of internal communism has been checked and turned back; we have seen 
the Communists in every country lose influence in the governments and among 
trade-unions, Finally, the Western Europeans have laid the foundation for the 
elimination of age-old economic and political rivalries and for the creation of a 
European unity which goes far beyond anything we would have thought possible 
a few vears ago. 

I do not mean to imply that the problems of Europe are solved by any means. 
The European defense effort has placed a severe strain on the European economies. 
Europe’s defensive strength is not yet adequate to halt and throw back an all-out 
Soviet attack. Communist influence remains strong in certain areas, and the 
Communists stand ready to take advantage of any economic set-back that might 
occur. Finally, we must recognize that the great movement toward European 
unity which I have mentioned must overcome many obstacles before it can be 
finally achieved. 

These problems have not deterred the European governments from proceed- 
ing with their defense programs and political undertakings, but they know that 
the success or failure of. their efforts will depend largely upon the decision of this 
Congress as to the amount of American assistance they will receive. To the 
a that we reduce this assistance, certain consequences must inevitably 
ollow: 

First, every reduction in our assistance means a reduction in the military 
strength available for the defense of the North Atlantic area. Mr. Harriman 
has indicated that the cuts already made are equivalent to the loss of more than 
eight combat divisions. To replace these divisions—to build up and maintain 
an equivalént force in this country—would cost far more than the amount of 
the reduction in this program. Further reductions will magnify this loss. 

Every reduction in our assistance endangers the completion of current plans 
for the establishment of the European defense community and for restoring 
Germany as a free and equal member of the western community. The realiza- 
tion of these plans is inextricably related to the European defense program and 
to the economic stability of the European nations concerned. If these plans 
should fail, Europe and the entire free world will have lost an opportunity for 
stability and progress which may never come again. 

Every reduction in the European side of this program increases the danger to 
other parts of the world, especially Asia. Not only are several NATO countries 
contributing to the U. N. forces in Korea, but France and Great Britain are 
conducting costly and bloody military operations against the Communists in 
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Indochina and Malaya. Every reduction in our assistance increases the strain 
on these countries and weakens their ability to continue these operations, thereby 
opening new gaps in free Asia’s defense against Communist aggression. F 

Finally, every reduction in this program increases the risk that we will lose the 
psychological momentum which Europe has gained during the last 5 years. If 
the hope and confidence which has arisen in Europe should be transformed into 
doubt and despair, the loss would be beyond calculation. Time would no longer 
be on our side, but would be running heavily against us. 

I do not believe that the security of the United States will permit us to take 
these risks in Europe. 

When we turn to the countries of Asia, Africa, and Latin America, we find prob- 
lems which differ in many ways from those of Europe. And yet in one important 
respect, we confront the same fundamental problem. Here, too, the crucial issue 
is time. As in Europe, the vital question is whether or not the forces of freedom 
can gain strength more rapidly than the forces of slavery. 

The members of this committee are undoubtedly familiar with the military 
threat that exists in many of these countries. I do not need to review the bitter 
struggle in Korea, Indochina, and Malaya. This proposed legislation wil! 
provide substantial military assistance to several of these countries, including 
Indonesia, Indochina, the Philippines, Formosa, and Thailand. I am confident 
that few will question the importance of this aid. 

Equally important is the economic and technical assistance which is proposed 
for the countries of Asia, Africa, and Latin America. At best, our military assist- 
ance has a limited value in these areas, since most of the countries do not have the 
economic and technical capacity to support modern armies, and therefore can 
make only a relatively small immediate contribution to the military defense of the 
free world. And yet our own security and the security of many other free nations 
will be greatly influenced by the ability of these countries, over the long run, to 
maintain their independence and develop their economic potentialities. 

While the conditions existing in the underdeveloped areas of Asia, Africa, and 
the Near East are varied, there is one thing that most of the peoples in these 
areas have in common. Most of them are seeking by every possible means to 
improve the social and economic conditions of their life—to eradicate the poverty 
and misery they have suffered for centuries and which today provide nourish- 
ment for the infectious germs of communism. The servants of the Kremlin 
realize that they have a good chance to seize these countries without firing a shot, 
if they capitalize upon this distress and despair. The recent gains of the Com- 
munists in the elections of India provide a disturbing illustration of the workings 
of Soviet strategy. 

The United States cannot pretend, as the Communists do, to solve the in- 
numerable problems of these underdeveloped areas. These problems can only be 
solved over a long period of time and must be worked out with the peoples con- 
cerned. But we can help these people immeasurably by giving them the encour- 
agement and assistance which wil! enable them to find their own solutions. We 
have found that relatively small expenditures for technical assistance can pay 
tremendous dividends. A few million dollars spent for fertilizer, irrigation water, 
insecticides and simple agricultural tools in certain countries can make the 
difference between a disastrous decline into chaos and hopelesness and a gradual 
growth in the direction of freedom, economic health and political strength. I 
sincerely believe that historv will some day demonstrate that the point 4 program 
represents one of the most farsighted investments ever made by the Congress of 
the United States. 

Our technical assistance programs are long-term undertakings and their objec- 
tives cannot be achieved overnight. But this does not mean that we can afford 
to delay our efforts. In Asia, for example, our economic and military measures 
have helped to check the Communist tidal wave which once threatened to engulf 
the entire continent, but communism still exerts relentless pressure against the 
free nations of Asia. If we do not make effective use of the time we have to help 
strengthen these nations, the day may come when neither our wealth nor our 
military power can tip the scales. 

Today, the United States is simultaneously confronted by grave dangers and 
magnificent opportunities. If the greater part of the world should fall under the 
control of aggressive tyranny, the cost of protecting the United States would be so 
enormous that this mutual security program, great as it is, would-seem no more 
than a drop in the bucket. Nor can we ignore the grim possibility that, in such 
a situation, our utmost expenditure of blood and treasure might not be sufficient 
to save us. On the other hand, we know that the manpower, natural resources, 
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industrial facilities, and human ingenuity of the free world give us a potential 
strength far greater than anything which the Soviet empire can muster against us. 
If we seize the opportunity to develop this potential to the fullest, we have nothing 
to fear. We can preserve freedom and peace in this generation and lay the 
foundations for security and progress in the generations which come after us. 

I cannot say with certainty that a further reduction of 5 million, 10 million, or 
50 million dollars in the programs now under consideration would make the 
difference between success and failure. If it were possible for human beings to 
predict the course of events with such precision, I am confident that there would be 
no dispute as to the sum to be appropriated. But such precision is, of course, 
impossible. This committee has no responsibility for the reductions which have 
already been made, and cannot alter the authorizing legislation. However, I 
would be derelict in my duty if I did not repeat my profound conviction that these 
reductions will dangerously delay the attainment of our goals of peace and security 
and advise you that further reductions will aggravate this delay and jeopardize 
the fundamental security interests of the United States. 


BRIEF COMMENTS ON INDIVIDUAL CUTS MADE BY THE HOUSE OF REPRESENTATIVES 
IN THE APPROPRIATIONS BILL 


1. Title III: The cut in the funds for economic and technical assistance to south 
and southeast Asia 


The President requested $176 million for point 4 assistance in south and south- 
east Asia. This was cut to $118 million in the authorizing legislation. 

Members of the committee are no doubt informed that the House by floor 
action last Saturday night cut over $50 million from this economic aid for Asia. 
This leaves only $68 million. I believe it is a matter of national interest that the 
full amount be appropriated for this program in Asia. 

Two-thirds of the requested assistance is for India. The people of India 
recently completed their first national election which showed unexpected strength 

y the Communists. The Communist strength was concentrated in areas of 
food deficit in south India, 

As a result, the Government of India has redoubled its efforts to balance its 
food requirements under its 5-year plan. The Indians themselves are spending 
the equivalent of nearly one-half billion dollars a year on this food campaign. 
The campaign works toward more irrigation water, more fertilizer, better imple- 
ments, and better seed. 

The entire United States aid program in India is going into this food production 
campaign. We are helping only with the dollar costs. We are assisting with 
tubewells for irrigation, with fertilizer, and with steel for implements. These 
are bullock-drawn implements. And there are over 400 American agriculturists 
included in the program. 

In my judgment this campaign for more food will do more to save Asia from 
communism than the stationing of many divisions of troops on that continent. 
It is food, not guns, that must stop communism in Asia. 

The requested appropriation of $118 million also included significant, but 
much smaller funds for Pakistan, Burma, and Indonesia. Each of these countries 
is on the periphery of the Communist tide in the Far East. In these countries 
also our American assistance is concentrated on agriculture. 

I again urge you to approve the full amount for economic aid in Asia. 

2. Title V: Cut in section 10 (a), multilateral technical assistance 

Authorization: 
TeOeenee eC OCek alla $17, 000, 000 
Senate allowed 14, 417, 000 
House allowed 17. 000, 000 
Authorized 15, 708, 750 

Appropriation: 
OGRE oe. ak hives oes. 15, 708, 750 
House committee recommended : 15, 708, 750 
Cut on House floor to 9, 171, 333 


Requested of Senate committee, full $15,708,750 authorized. 

Of the $15,708,750 authorized and requested for appropriation, it is planned 
that $1 million would be used as a contribution to the Technical Cooperation Pro- 
gram of the Organization of American States which would permit the United 
States to pledge the same amount to the calendar 1953 program as it has pledged 
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to the calendar 1951 and 1952 programs. (As the United States maintains its 
contribution at not more than 70 percent of total pledges its actual contribution 
for 1951 is $895,000 and for 1952 will be between this amount and $1,000,000.) 

The remaining $14,708,750 is requested for the United States contribution 
to the United Nations Expanded Program of Technical Assistance. From our 
fiscal year 1951 funds, we have contributed $12,007,500 to a total United Nations 
program of $20,070,260 for the 18-month period beginning July 1, 1950, and end- 
ing December 31, 1951 (United States contribution of 59.83 percent). From 
fiscal year 1952 funds, we are contributing $11,400,000 (of $12,000,000 appro- 
— to a United Nations calendar year 1952 program of $18,956,499 (a 

nited States contribution of 60.15 percent as of the present date). Since the 
United Nations’ second program year is 12 months as compared with 18 months, 
the 1952 program of approximately $19 million represents a program increase of 
almost 50 percent. 

A contribution of $14,708,750, with the United States at approximately 60 
percent, would support a total United Nations program of approximatel, 
$24,514,000. This would represent a reasonable rate of increase for the United 
Nations program, although not as great as represented by the $27 million pro- 
gram which would have been possible if the amount requested to be authorized 
had been granted. Although modest in terms of our own bilateral program of 
technical cooperation, the program of the United Nations and its specialized 
agencies is achieving concrete results in bringing technical aid to 55 countries 
with funds contributed by 63 countries. In addition, the receiving countries 
themselves contribute locally to individual projects on the average an amount 
equal in value to the assistance received through the program. 

For the United States, the United Nations program is an economical program. 
We are achieving the same things we attempt to achieve through our bilateral pro- 
gram with the other countries contributing to the budget bearing 40 percent of the 
cost. The United Nations program represents an encouraging and significant step 
forward in inducing the governments of the free world, as a whole, to join together in 
rendering to each other the sort of assistance which otherwise would fall almost 
exclusively on United States resources. Further, it is possible to achieve through 
the United Nations program results which cannot always be achieved through our 
bilateral program, due to the greater receptiveness of countries that must be 
strengthened to multilateral assistance under certain political circumstances. 

The United Nations program is economical to the United States not only in 
terms of dollars, but in terms of personnel. Of the 1,024 experts recruited by the 
United Nations program by the end of March 1952, only about 27 percent have 
come from the United States. We are thereby able to conserve expert manpower 
frequently in very short supply, as is the case with medical personnel and sanitary 
engineers. Under the United Nations program, it is possible for the underdevel- 
oped countries themselves to make a very special contribution, in the wav of staff, 
to other underdeveloped countries, For example, Javanese experts in the devel- 
opment of shallow-water fish culture in tropical areas are introducing their tech- 
niques in Haiti and Thailand. 

If the amount of $15,708,750 is appropriated, the United States representatives 
to the United Nations General Assembly this fall will be able to demonstrate 
continued strong United States support for this multilateral program. If the 
amount of $9,171,333 allowed by the House is appropriated, the offering of this 
amount, following upon much more substantial contributions for the two preced- 
ing years, will be understood to mean a withholding of full United States support 
and will be capitalized on by the Soviets, who are not participating in the program, 
as a demonstration that the United States is only interested in extending assistance 
where it can exercise direct control through the bilateral relationship. 

It is understood that the cut to $9,171,333 on the floor was offered on the follow- 
ing argument: 

(a) The United States should pay no more than one-third to any United Nations 
fund—whether the regular budget or a special program of particular interest to the 
United States. 

(b) In calculating the total to which one-third applies, no account should be 
taken of the local contributions of countries receiving aid. 

(c) One million dollars should be reserved for the OAS program. Since the 
Department contemplates a total United Nations program of $24,514,000 (ex- 
clusive of local contributions), the amount of $8,171,333 should be appropriated as 
representing one-third of that total. 

Comment.—The United States goal of one-third is relevant only to the United 
States contribution to the regular budgets of the United Nations and its specialized 
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agencies. Support for these budgets is compulsory on all members and the mem- 
ber contribution is a reflection of its status as a sovereign and equal member. It 
is to be assumed that all countries have a basic interest in the success of the 
regular s of the United Nations, and, therefore, the proportions of support 
should leveled out. The special voluntary programs, like that of assistance 
to Palestine refugees (UNRWA) and technical assistance, are quite different and 
have been so recognized from the outset. Senator Vandenberg, in launching the 
United States drive toward a goal of one-third of the regular budget, made this 
quite clear as United States delegation spokesman in the United Nations. 

The voluntary programs are supported by various countries in accordance with 
their own estimate of their interest and their ability to participate. The United 
Nations Technical Assistance Program is not supported by certain United Nations 
members, most significantly those of the Soviet bloc, and is supported by others 
who are not members, such as Switzerland and Cambodia. It has been very 
much to the credit of the United States that it has been prepared to support the 
United Nations program while being one of the few countries capable of carrying 
on such a program by itself alone. At the same time, it is recognized by all that 
60 percent support on our part is most comparable to 100 percent support for 
technical assistance through bilateral channels; and is not to be compared with our 
contribution to the regular budget of the United Nations which now stands at 
36.90 percent and is in the process of reduction to 33} percent. 


8. Title V: Section 12. United Nations International Children’s Emergency Fund 


Authorization: 
Requested (through June 30, 1953) 
Senate allowed (through June 30, 1953) 
House allowed (through December 31, 1953) __--- ~~ se PU 2, 000, 000 
Authorized— Mutual Security Act of 1952 (through December 
31, 1953) 16, 481, 000 
Appropriation: 
Requested (to December 31, 1953) 16, 481, 000 
House committee recommended 16, 481, 000 
Cut on House floor to 6, 666, 667 


Requested of Senate committee, full $16,481,000 authorized. 

Since its inception in 1946, the Chidren’s Fund has brought a more concrete 
awareness of the United Nations to a larger segment of the world’s population— 
the underfed and underprivileged who are the first targets of international com- 
munism—than any other United Nations program. As a voluntary program, it 
had had a strong humanitarian appeal for many governments and their people. 
The United States has supported it to date to the extent of a Government con- 
tribution of $80,750,000. This $80,750,000 was contributed in recognition of 
contributions in the amount of approximately $32,100,000 from other governments 
who, like the United States, had nothing material to gain, being motivated by 
humanitarian impulses. These governmental contributions to the central 
account of the Children’s Fund have been supplemented by private donations from 
individuals and organizations in many countries. The contributions of the 
United States, these further governmental contributions in the amount of approxi- 
mately $32,100,000, and private contributions have been more than matched by 
the contributions of governments receiving aid toward programs carried on in 
their territories. These receiving country contributions have averaged more 
than 115 percent of the allocations made by the Children’s Fund for the benefit 
of children in their territories. 

Last year, when we had paid out the amount last appropriated of $5,750,000, 
the record of governmental contributions stood as follows (in round figures): 


(a) United States contributions $80, 750, 000 
(b) Equivalent contributions of other governments not bene- 
fiting from such contributions 32, 100, 000 
(c) Contributions of governments receiving aid toward programs 
129, 600, 000 


242, 450, 000 


In December 1950 the United Nations General Assembly decided to continue 
the Children’s Fund through calendar year 1953; and at its meeting in 1953 to 
consider the future of the Fund. While the United States did not secure agree- 
ment at that time on certain organizational changes, it did secure agreement on 
reorientation of the program from the needs of children in Europe to those of the 
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children of Asia, the Near and Middle East. and Latin America. Under this 
reorientation, emphasis has changed from emergency feeding of children, though 
much is still necessary outside Europe (Palestine refugees, drought victims of 
northern Brazil, Indian famine victims), to the provision of supplies and equip- 
ment to assist the governments of underdeveloped countries in developing ma- 
ternal and child welfare centers, training of maternal and child welfare workers, 
conducting mass health campaigns, developing safe milk supplies, ete. 

The level of United States support for the Children’s Fund has already been 
seriously reduced. Compare the $75,000,000 contributed for the first 4 years with 
the $5,750,000 contributed last year. For the 24-year period beginning with fisea| 
year 1952 and continuing through December 31, 1953, the amount of $16,481,000 
requested would permit the United States to demonstrate continuing and sincere 
interest in international children’s welfare work and would prevent the complete 
undermining of United States influence on the decisions to be taken in 1953 with 
respect to the future of the Children’s Fund. 

The authorizing legislation specifically recognizes that it is reasonable for the 
United States to contribute up to one-third of total governmental contributions, 
including the contributions of governments for the benefit of persons within their 
own territories. The $6,666,667 allowed by the House could be immediately 
claimed by the Fund, inasmuch as other governments have contributed or pledged, 
beyond the $32,100,000 cited above, an amount of approximately $3,800,000 
which has not been recognized by the United States. This total of approximately 
$3,800,000 together with local matching of 115 percent, would justify a United 
States contribution of almost $10,000,000 under the one-third formula. If the 
amount of only $6,666,667 were available, the United States today would not be 
able to implement a matching relationship which the Congress has indicated by 
law that it considers reasonable, and there would be no funds available to be 
contributed in recognition of the additional contributions and pledges which will 
be forthcoming from other governments between now and December 31, 1953. 
The amount of $16,481,000 requested is urgently required to continue United 
States participation in the Children’s Fund at a level which adequately takes 
account of United States interest. 

It appears that the House proceeded on the thesis: 

(a) The fiscal year 1952, during which the Children’s Fund hoped to allocate 
$30,000,000, and for which there has been no United States money beyond the 
$5,750,000, is past. Therefore, no United States money should be made available 
at this time with respect to that period._ 

(b) The fiscal year 1953 target for collections for the United Nations Children’s 
Fund is $20,000,000. The United States ‘‘one-third’”’ formula should be one-third 
of this $20,000,000, and not one-third of this amount plus the 115 percent matching 
contribution of countries receiving aid—$6,666,667 is one-third of*$20,000,000. 

Comment.—Any application of the one-third concept to the Children’s Fund 
must appropriately take into account the contributions of governments receiving 
assistance, as this is specifically provided for in the authorizing legislation. Fur- 
ther, it is greatly in the United States interest that it now contribute an amount 
sufficient to make up for the unavailability of contributions during the fiscal year 
1952, so that the United States contribution may be in an appropriate amount 
for the total 2-vear period. 


4. Effect of Jensen Amendment in operations of Department of State: 


(a) Funds for headquarters staff of the Technical Cooperation Administration and 
for Administrative Support Personnel Overseas.—I agree fully with what Mr. 
Harriman said earlier about the need for adequate funds to support a vigorous 
headquarters staff. Gentlemen, the budget before you has already been drastically 
reduced by virtue of the so-called Ribicoff amendment to the authorizing legisla- 
tion. The House last Saturday voted an amendment offered by Congressman 
Jensen which further reduces this appropriation by 15 percent. This results in 
an aggregate cut of 20 percent below personnel on board June 1, 1952. All of 
this comes just at the time our field operating programs in foreign countries are 
gaining momentum. This personnel reduction would be so drastic that we would 
be extremely handicapped in meeting our commitments to foreign governments 
in underdeveloped areas. As an example the headquarters staff of TCA would 
be working with 393 employees by comparison with minimum requirements of 
560 people. I must state categorically to this committee that such a drastic 
cut seriously undermines the ability of the Department of Staté fo assert that 
leadership and direction of this program which is expected of it by the Congress. 

Technical personnel.—Should the Jensen amendment be accepted our efforts to 
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place technical personnel in foreign countries would be halted far short of that 
minimum required to gain the full impact in our foreign policy objectives. Bear 
in mind, gentlemen, that technical assistance program is basically a program of 
personnel and technicians. This proposed reduction in technicians hits at the 
very heart of this total effort. 

(b) Government in occupied areas.—Gentlemen, as you know, this bill, in 
addition to providing money for the Mutual Security Program, also carries our 
State Department money for Germany and Austria. This money is in title IT 
of chapter 9, in the appropriation ‘‘Government in occupied areas’. You will 
recall, I am sure, that Mr. McCloy and Mr. Donnelly appeared before this 
committee a few weeks ago to testify on behalf of this appropriation. 

The action the House took Saturday, reducing personal services by 15 percent, 
apparently applies to the Government in occupied areas appropriation. This 
represents a very serious reduction in the programs presented to you by Mr. 
McCloy and Mr. Donnelly and will very much handicap our operations in Ger- 
many and Austria. 

You will recall from Mr. McCloy’s testimony and from the comments of 
several of the Senators who attended the hearing that Mr. McCloy has each 
year, for the past several years, budgeted important reductions and has carried 
them out. For 1953, the budget request for Germany included a 40 percent staff 
cut from 1952. 

I, therefore, feel we have submitted a very conservative and conscientiously 
prepared budget for 1953. Any further staff reductions will seriously impair our 
ability to carry out our responsibilities in Germany. 

In Austria, the continuing stalemate with the Soviets precludes further 
reductions in 1953. The current staff is substantially lower than that maintained 
a year and a half ago, but further reductions must wait until we can reach a 
general agreement on Austria. 

I am therefore requesting that you take action to either eliminate this rider 
completely or to exclude the appropriation for Government in Occupied Areas 
from its applicability. 

In addition to the floor action limiting personal services, the House approved 
its Appropriations Committee recommendation for a reduction in the Government 
in Occupied Areas appropriation for 1953 from the $20,500,000 requested for 
Germany and Austria to $19,000,000. Because we will have flexibility in apply- 
ing this $1,500,000 cut, it will not hurt us as badly as the personal services limita- 
tion. However, it will mean a real reduction in our programs in Germany and 
Austria, and one that we can ill afford to make at this point. I therefore urge 
that you give consideration to restoring this reduction. 


5. United States contribution to the United Nations Korean Reconstruction Agency 


Summary statement.—It is the established policy of the United States to provide 
economic assistance for the Republic of Korea by contributions to the United 
Nations Korean Reconstruction Agency (UNKRA) which was established by the 
General Assembly of the United Nations to provide for relief and rehabilitation in 
Korea. The military aggression against the Republic of Korea has caused vast 
damage to its economy resulting in the necessity that economic assistance be 
furnished to enable the Korean people to survive the ravages of war. The over-all 
purpose of UNKRA’s economic assistance program is to help the Korean poeple 
in their own efforts, first to provide the basic necessities of life and then to restore 
a self-sustaining economy. During the continuance of hostilities, the unified 
command has the primary responsibility for civilian relief in Korea. After the 
cessation of hostilities and as soon as military circumtsances permit, such respon- 
sibility will be transferred to UNKRA which will also assume responsibility for 
rehabilitation. 

The United States has pledged, subject to the approval of the Congress, $162.5 
million as its share of the initial $250 million program of UNKRA. For fiscal 
year 1952 the Congress authorized and appropriated $51,465,900, of which $10 
million has been disbursed; and the Congress authorized, but did not appropriate, 
and additional $45 million. 

H. R. 7005 authorizes (1) extending through fiseal year 1953 the fiscal year 1952 
authorization of $45 million and (2) carrying over the unexpended balance of 
the fiseal year 1952 appropriation. It also authorizes the United States Depart- 
ment of the Army to make available toward the United States contribution to 
UNKRA, at the time when that Agency assumes full responsibility for relief and 
rehabilitation in Korea, the civilian relief supplies of the Army pipeline to Korea 
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of a value nov to excsed $67.5 million. H. R. 7005 provides for fulfilling the 
United States pledge of $162.5 million to the following extent: i 

Rion 
Disbursed in fiscal year 1952 to date $10 
Fiscal year 1952 authorization extended through fiscal year 1953_... 45 
Carry-over of fiscal year 1952 unexpended balance 41. 465, 9 
Transfer of Army pipeline of value not to exceed $67.5 million 66. 034, 1 


Present need for appropriation.—It is necessary that the proposed United States 
cash contribution of $86,465,900 be available for UNKRA as soon as hostilities 
cease. The immediate need then arising must be provided for by appropriation 
in advance. Although UNKRA will not take over full responsibility from the 
military before 6 months after the cessation of hostilities, UNKRA must begin 
immediately after hostilities cease to commit large amounts toward building up 
its own pipeline, a pipeline which will require a much longer lead time than the 3 
to 6 months pipeline which the Army has been able to maintain because it could 
draw to a large extent upon an already established reserve supply. 

UNKRA’s initial $250 million program.—The General Assembly has approved 
a $250 million program for UNKRA for an initial period estimated to be approxi- 
mately 1 year of full-scale operation. The item allocation of the initial $250 
million program of UNKRA is based on estimates of needs made during hostilities 
and remains flexible to meet the needs as they are encountered. For the first 
year of full-scale operation, probably two-thirds of the expenditure will be re- 
quired for relief and sustaining commodity imports such as food, clothing, shelter, 
and fertilizer, and the remainder will be divided among needs such as public 
health, education, and general rehabilitation. The program provides for a start 
on rehabilitation in such fields as housing, public health, education, public welfare 
facilities, agriculture, fishing, electric power, textiles, shipping, inland transporta- 
tion, and communications. 

UNKRA’S immediate program pursuant to the agreement between UNKRA and 
the unified command.—An agreement has been entered into between UNKRA and 
the unified command providing for assumption by UNKRA of full operational 
responsibility for the relief and rehabilitation of Korea at a time 6 months after 
the cessation of hostilities, unless the military situation will not, at that time, per- 
mit such a transfer of responsibility. The agreement further provides for joint 
committees to work out programs; and such committees are now functioning in 
Pusan, Tokyo, and Washington. The Washington committee is composed of 
representatives of the Department of Defense, the Department of State, and 
UNKRA. Through this joint programing machinery, the agent general may 

ropose projects for operation either by the military authorities or directly by 

JNKRA during the present military phase, even in advance of the cessation of 
hostilities. A number of such projects, which have received approval of the 
United Nations command, are being currently carried out by UNKRA. <Accord- 
inglv, the Advisory Committee to the Agent General, of which the United States 
is a member, has authorized the expenditure of some $8 million for this purpose, 
and the Advisory Committee has under consideration an expanded program of an 
additional $14 million for authorization by July 15, 1952. Projects considered 
and approved by the Advisory Committee for execution, if concurred in by the 
United Nations command, include the provision of fishing nets urgently needed 
for augmenting the food supplv, the reestablishment of a merchant marine school, 
the importation of poultry and farm animals, a number of rehabilitation projects 
in the fields of education, vocational training, and public health, the inaucuration 
of specific engineering survevs and the development of detailed blueprints for 
power, mining, and other industrial installations essential to the rehabilitation of 
the Korean economy. 

UNKRA is assigning personnel to the United Nations civil assistance command 
during the period while that command is responsible for Korean relief and rehabili- 
tation. In this wav, UNKRA is able to give immediate help to Korea as well as 
to insure an efficient and swift change-over when UNKR.A assumes full responsi- 
bilitv. UNKRA already has approximately 75 people in Korea assigned to the 
provincial relief teams and otherwise working under direction of the civil assistance 
command. This staff is engaged in the distribution of relief supplies, the pre- 
vention of epidemics, and related health and welfare activities, aswell as in short- 
term economic rehabilitation. UNKRA has recently received request for an 
additional 63 such persons; and further substantial requests for such personnel are 
anticipated. 
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AID TO SOUTH ASIA 


Mr. Bruce. I have an interpretative oral statement from the 
written statement, which I will waive completely. But there is one 

oint I would like to speak on briefly. In the action taken by the 

ouse there will be a very large diminution in the amount of aid 
that was to be furnished to south Asia. The cut was from $118 
million to $67 million. That was on top of a $32 million cut from the 
President’s request. That gets you into this field of TCA. And Mr. 
Andrews, who is the Director, is here, and at any time during the 
consideration of this bill that it were possible for Mr. Andrews to 
testify on what the effect of that would be on his particular operations 
in India, I should like very much if he would be permitted to do so. 

But I would like for myself to say this, from an international 
political standpoint, without entering into the details. 

Many of you are very familiar with what had been proposed to be 
done in India through the use of this money, which has been now so 
drastically curtailed. That program was one primarily directed to 
increasing the food supply in that overpopulated part of the world. 
That was to be achieved, as you know, by technical assistance in the 
true sense of the word, chiefly agricultural. 

A little over 70 percent of it was to be directed to the improvement 
of a standard of living through making India more self-sufficient in 
food. Running with that was the necessity to expand those facilities 
in which they are so sadly deficient for the furnishing of water. In 
turn, the supply of pipe is involved in that. That program is one 
which I know has been of great interest to the members of this com- 
mittee and other Members of the Senate as well, which Mr. Bowles 
talked about at great length when he was here. 

We regard this particular item, not only from the standpoint of our 
general policy, but from the standpoint of the adverse effects which 
it may have with regard, particularly to India, as of great importance. 

We hope the committee will reexamine the position taken by the 
House in this particular regard, and that they might be willing to have 
Mr. Andrews at least mention to you what its implications will be on 
the carrying out of this program. 


IMPROVEMENT IN POSITION OF FREE WORLD 


Senator Extenper. Mr. Bruce, I notice in your statement on 
page 1 in the fourth paragraph that you say: 


Today this risk has been gravely increased. 


Do you mean the risk of attack by Russia? Our security? 

Mr. Bruce. I think that refers back to the preceding paragraph, 
Senator, as to these reductions involved stretching out of the period 
of insecurity. 

Senator E:tenper. But I say: This insecurity is as to Russia? 

Mr. Bruce. Yes, sir. 

Senator ELLENDER. How do you square that statement with the 
statement made by General Eisenhower the other day, his statement 
of the Russian menace? You are familiar with the statement? 

Mr. Bruce. No, sir; I did not read the general’s statement. 

Senator ELLenper. He said we should not fear the Russians any 
more than a buch of tadpoles. 


21643—52——9 
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Senator Corpon. ‘Polliwogs” was the term. 

Senator ELLenper. He had just returned from the Continent, and 
I am sure the statement made by him was more or less effective among 
some people. 

I am just wondering: How do you feel about that statement? 

Mr. Bruce. I have heard General Eisenhower discuss this question 
quite often. I am not familiar with this mosf recent utterance. 

Senator ELLENDER. I am going to put the exact quotation in the 
record. 

(The statement referred to follows:) 


[Press RELEASE] 


In a brief off-the-cuff talk at a Sigma Delta Chi (professional journalism 
society) meeting on June 17, General Eisenhower said: ‘There is a lot of scary 
talk about Russians but I do not believe every Russian is 14 feet high. The 
American people, working together, can conquer all the problems that face all the 
nations. If we are deserving of the heritage of freedom, there is no more reason to 
fear 190 million backward people, living on the Eurasian continent, surrounded by 
captive and recalcitrant states, than there is to fear pollywogs swimming down 
a muddy creek.” 

(Information furnished by Mrs. Downing of the Eisenhower-for-President 
headquarters, Washington, D. C.) 

Mr. Bruce. I think, in general, Senator, the position of the free 
world has improved vis-d-vis Russia very substantially over the last 
2 years. That Russia continues to be a menace, I do not think any- 
body can doubt. What we are directing our attention to now is to the 
rate of build-up so as to further increase those defensive forces which, 
if called upon in the event of an aggression, might be able to cope with 
Russia. 

Now, it is anybody’s guess as to whether Russia is going to move, or 
when it is going to move, whether it is going to move only in the field 
of the cold war or also in the field of the hot war. 

I think our apprehension has been that a military program such as 
was outlined some time ago has not been complied with because of the 
lack of resources. 

Now, one of the great centers of resources is ourselves. Every cur- 
tailment which is made in the appropriations which, after careful 
investigation, are deemed to be necessary in order to accomplish this 
build-up, the determination of which comes about as a result of long 
study not alone by our military people but by those of all of our asso- 
ciates—every such curtailment does subject us to a serious risk if the 
time element is of importance. 

Now, as I say, that time element is a matter of estimation and guess. 


FORMER RUSSIAN LOAN 


Chairman McKetuar. We ourselves a few years ago gave Russia 
about twelve billions of dollars. She owes us that sum now. She 
owes us the interest on it. She has never paid any of the interest, 
never paid any of the principal. Do you think Russia will ever pay 
us any part of the debt which she owes us? I do not. I am very 
frank to say that I do not. 

Mr. Bruce. Well, in view of the amount that they have offered 
us, Senator, I would say that the eventual return on our claims against 
Russia is going to be very small. 
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RUSSIAN OFFER 


Chairman McKe.iar. What did they offer? 

Mr. Bruce. The last offer I think was something like 300 million 
dollars, and the return of certain ships. 

Chairman McKetzar. I think we ought to take it. By heavens, 
that is more than I ever expected to get out of it. I am glad to hear 
that we have been offered even that. 

Senator Knownianp. Mr. Chairman, I have no objection to the 
distinguished Senator from Louisiana putting in the paragraph to 
which he referred from General Eisenhower’s remarks, but if it goes 
in then I would ask that General Eisenhower’s whole statement go in. 
Because sometimes I think that a paragraph that may have been 
lifted by the newspapers out of context, when read with the entire 
statement, might have a different implieation to it. I am sure 
General Eisenhower has as great a knowledge of the defense needs 
of this country as anyone, and while I do not happen to be supporting 
him for the nomination, and I am supporting Governor Warren, 
nevertheless I think in fairness to the General if a part of the statement 
is to go in the whole statement should goin. 

Chairman McKetiar. Do you have any objection? 

Senator ELLENpDER. No, indeed. 

Chairman McKe iar. The whole statement, without objection, 
will go in. We do not want to be unfair to anybody. 

(The statement referred to appears on p. 128.) 

Mr. Harriman. May I put iito the record what I was going to 
read and this other statement? I will give them to the clerk, if I may. 

Chairman McKe.uar. Very well. e 

(The statements referred to follow:) 


STaTEMENT BY W. AveRELL HARRIMAN, Director ror Mutvatu Security 


I am glad to have this opportunity to appear before this committee in order to 
explain and support the request for funds which have been authorized by the 
Congress in order to carry on the Mutual Security Program during the fiscal year 
1953. 

Since March 13, when I appeared before the authorizing committees of congress, 
the entire Mutual Security Program has been carefully studied and fully debated 
by the Congress. For this reason I need not dwell at length on fundamental 
principles which we all accept. 

We know that a small group of men in the Kremlin is determined to dominate 
the world. We know that they will try any method, however foul, however 
costly in human lives, if they think that it will help achieve their imperialist ends. 
They donot: hesitate to add the lies about germ warfare to their “Hate America”’ 
campaign. They will do everything they can to prevent Germany from joining 
the European Defense Community. 

Our goals are clear: The non-Communist world must become strong, it must 
remain free, and it must make progress. The Congress has consistently supported 
the measures necessary to achieve these goals. We are building the strength of 
the free world. We are forging military power to deter aggression. We are help- 
ing friendly, but underdeveloped, nations to achieve with freedom the conditions 
of economic and social progress so essential to world peace and security. We are 
fostering the unity of free peoples who are now aroused to defend their freedom. 
We are building real hope for and confidence in the progress which is possible when 
free men work together. 

In short, we are getting on with the job. It seems to me, then, that the ques- 
tion for us today is: Will this Mutual Security Program give us the greatest 
increase in the strength of the free world with the least strain on the economy of 
the United States? I want to spend the remainder of my time in trying to show 
vou that we have built into this program every possible guaranty of economy that 
is consistent with the attainment of our security objectives. 

In the first place, we are not trying to help create—around the world—the 
armed forces which would be required to fight a total war tomorrow. We are 
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building today forces which, when complete, should convince the men in the 
Kremlin that aggression will be very risky. This defense build-up is costly. 
The present costs however, are infinitesimal compared with the colossal sums that 
would be required in the event of another world war. 

Secondly, the very concept of mutual defense—of building balanced collective 
forces rather than separate national armies—is aimed directly at the most efficient 
and therefore most economical use of the combined resources of the free world. 
The industrial strength of the United States, plus that of our NATO allies, is 
between three and four times that of the Soviet bloc. If Western Europe’s 
resources should fall into the hands of the Kremlin the balance would be about 
even. The contribution which has been authorized for Europe will make it 
possible for our allies to put forces under arms larger than our own—at about one- 
tenth of the cost of our own military budget. 

Thirdly, our allies are sharing the burden with us and some are making far 
greater sacrifices than we are. hey, of course, raise and train their own men and 
provide them with food and clothing. An increasing portion of the equipment 
needed by Allied troops in the NATO command is being produced with European 
resources. This is one of the elements in their defense efforts which requires 
American assistance in the form of essential commodity imports for which they 
cannot earn the necessary dollars while carrying on an intensive military build-up. 
That is what ‘‘defense support”’ is all about. From the viewpoint of economical 
use of our own resources, these defense-support funds are well invested: every 
dollar of defense support from the United States produces between two and three 
dollars worth of defense effort abroad. Because of the very low rates of troop 
pay and maintenance costs in the other countries, a defense dollar puts more men 
in the field in European armies than it does here. Furthermore, it costs $475 
million to equip a United States division in the United States, but it costs only 
$280 million to equip an Allied division in Europe, of which we supply in hardware 
an average of $133 million and the rest is provided by our allies themselves. 
These are some of the reasons why it can be truly said that the Mutual Security 
Program achieves maximum results at minimum costs. 

The Mutual Security Program for the fiscal year 1953 was designed in such a 
way as to assure that every dollar will be wisely used. Take the NATO portion, 
for example, which represents two-thirds of the tota] request. First, the military 
authorities developed a strategic plan and corresponding force targets. Then, 
the North Atlantic Temporary Council Committee made a careful analysis of 
European defense capabilities in relation to minimum defense needs. The force 
targets were screened by General McNarney’s staff and SHAPE. On the basis 
of its economic and political strength, each European NATO country then agreed 
to assume a share of the total burden. The NATO Council reviewed the Com- 
mittee’s analysis and approved concrete measures for the rapid build-up of 
combat-ready forces. Without our help, the resulting program of the European 
countries will fall short of the goals called for by the NATO Council. 

The proposed contribution of the United States is designed to assist the other 
NATO countries to overcome the deficiencies in the combined effort. The 
United States military missions abroad screened the detailed requirements for 
end items against what each country had on hand or could produce itself. The 
adjusted requirements were then checked by our Furopean headquarters to see 
if any of the requirements of individual nations could be filled by other members 
of the alliance. At the same time the MSA missions made sure that the defense 
support estimates contained only the requirements that our Furopean partners 
were not able to meet from their own resOurces. After that, the screened estimates 
were gone over once more in Washington and meshed with procurement require- 
ments for our own defense program. 

Finally, before submission to the President, the whole Mutual Security Pro- 
gram was gone over once more by the Bureau of the Budget which weighed 
against all competing requests for funds to pay for our national defense and other 
essential activities. 

After this process we were convinced that nothing more could be cut from the 
program without seriously delaying our defense build-up. We still feel that 
Way. 

The authorizing legislation which has been passed by the Congress has already 
cut the program by 17.8 percent. I sincerely believe that these cuts will cost us 
more dollars in the long run than any so-called savings this coming year. Cer- 
tainly these reductions will weaken our collective defense build-up. : 

Depending upon how the cuts already made by the Congress are applied, one 
can estimate what these reductions will mean when applied to specific parts of 
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the program, In comparison with what could have been accomplished with the 
funds originally requested, the European forces alongside ours will have less fire 
power and less air cover; Formosa will be more vulnerable; the forces opposing 
communism in Asia and the Near East and Latin America will be weakened. In 
short, we will have allies who will not be as well equipped, and who will be less able 
to stand with our own young men in the cause of freedom. 

Now I think that the question of the impact of this program upon the economy 
of the United States is still subject to distortion by some. The charge, for exam- 
ple, that mutual security spending will bankrupt the United States is just plain 
nonsense. 

Let us look at the facts. You cannot talk about the impact of mutual security 
spending as a separate thing. The Mutual Security Program has been designed 
as an integral part of our total national security program, of which the largest 
part is the domestic military defense bill. Mutual security expenditures—aid to 
our allies—currently amounts to about one-sixth of our total security spending, 
one-tenth of our total budget and only one-fortieth of our total national product. 

Assuming that a world war is not forced upon us, the Mutual Security Presta 
will not be a permanent drain on our resources. After the initial capital build-up 
of forces is completed, the cost to the United States taxpayer will fall off sharply. 

We are spending large sums for our national security and nobody argues’ that 
we can do it without some economic dislocations and inflationary pressures. 
Nevertheless, the strain op our economy has been surprisingly small. Gur living 
standard is not only incomparably the highest in the world; it is the highest that 
the people of the United States have ever enjoyed, and this is after taxes and 
taking into account the effect of inflation upon prices. 

We fail to realize how surprisingly small the strain has been because I think that 
we do not appreciate how our wealth and productivity have grown over the past 
5 years. In terms of constant prices, our gross national product will have in- 
creased from $273 billioh in 1947 to an estimated $345 billion in 1952. There is 
every reason to believe that our economy will continue to expand if wise policies 
are followed. 

Of course our taxes are high, but they have got to be high if we are to pay 
our defenses and hold down inflation. Taxes are certainly not so high that they 
are discouraging investment. On the contrary, American businessmen have been 
putting $50 billion a year into private investment and every sign indicates that 
this rate will continue. 

To increase the public debt at this time is regrettable, and I should prefer to 
see all Government programs, including our security programs, financed on a 
pay-as-you-go basis. However, a budget deficit over a few vears can be counter- 
acted effectively and need not, of itself, lead to inflation. The consequences of a 
temporary budgetary deficit are to my mind insignificant compared with the 
dangers to our very existence which would follow drastic reductions either of the 
national security program as a whole or of the vital mutual security segment. 

We cannot achieve national security in these times at bargain-basement prices 
We cannot operate on a business-as-usual basis. We can, however, afford the cost. 
of winning the cold war. We are winning it; and we are doing it in a way which 
increases our economic strength for the long haul. 

It seems to me that we are now at the point where our policies are beginning 
to pay off. Since 1950, our partners in the North Atlantic Alliance have doubled 
their defense budgets. In Europe the number of organized combat divisions 
has doubled. European production of military equipment is steadilv increasing. 
Astonishing progress has been made toward Bavavect unification—progress 
that would have seemed unthinkable a few vears ago. 

In other areas—Africa, the Middle East, Asia, southeast Asia, and in Latin 
America—encouraging advances are being made in helping friendly nations to 
grow more food, to produce more material wealth, and to increase the level of 
health and education. Thev are producing some of the critical materials which 
we so badlv need in this country. 

This program is working. It has gained a momentum which has, I think, 
thrown the Kremlin off balance. What we have set in motion has brought new 
confidence to the free world—the indispensable element of morale that is gener- 
ated by and in turn creates increasing strength, securitv, hope, and unity. Let 
us not turn back just at the moment when we can see that success is possible 
in achieving securitv and peace and freedom in the world. 

Mr. Chairman and members ef the committee; we are coming near the end of 
a long, arduous sessitn cf the Cencress. 

It is hot and members desire to finish their business and adjourn. 
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Therefore, you will not wish to have these hearings prolonged by having placed 
before you, in great detail, information and opinions which have already been 
generally disseminated and are well known to you. 

I pr-p’ se to be brief, and to outline only the basic fundamental aspects of the 
Mutual Security Program. 

You are being asked to appropriate money for this program pursuant to a 
decision Ly the Senate and the House, that it is an essential element in our common 
defense against Soviet aggression, and that it is necessary for the security of the 
United States. 

This decision was made by the Congress, I believe, largely on the basis of the 
following considerations: 

(1) We are threatened by Soviet imperialistic aims. 

(2) It is not in our tradition to fail to meet such a threat nor, in the interest of 
our own safety, do we dare to do so. 

(3) We need allies in this strugrle for their manpower, their bases, their pro- 
ductive capacity, which, if they were at the disp~sal of Russia instead of cn our 
side, would place us in an untenable position of extreme danger. 

(4) We cannot build a modern defense nor can we even exist if we should be 
cut off from the raw materials in the rest of the free world which are essential to us. 

(5) We and our allies have been making very real progress in building our 
common defenses. 

The trend is rieht and encouraging. 

We have the Kremlin off balance, and need only courage and perseverance to 
win the cold war and prevent a het one. 

(6) Purely from the dollars-and-cents standpoint, it is far cheaper to build 
adequate defenses through using some of our resources to assist our allies than 
to try to build our defenses alone. 

To equip and maintain a United States division for 1 year costs on the average 
$480 million; a European division costs on the average $280 million to equip and 
maintain for a year. 

Of this amount, we supply through the Mutual Security Program about $133 
million in military end items and the Europeans provide the balance. 

Compare the $480 million a United States division costs us, with the $133 million 
we supply toward the cost of a European division, and you find that our money 
goes over 3% times as far in buying men under arms when used in this program. 

To put this point in another way, our request called for about $54 billion for 
military and defense support for our Western European allies. 

With this amount, plus their own contributions, they were scheduled by the 
end of 1952, to have under arms or readily mobilizable, more men in their armed 
forees than we would have in ours. 

Yet our expenditures on our Armed Forces would be 10 times the $5% billion 
requested. 

It-is the reverse of economy to cut this program. 

(7) Continuation of our program of mutal common defense is the one way to 
right the balance of military strength between the free world and the Soviet world. 

Success of this program would give us a real change for peace without having 
to fight another world war. 

Until we achieve this goal, we do not dare reduce our crushing burden of defense 
expenditures. 

Reduction in these expenditures is the only way in which total expenditures of 
our Government and the burden of taxes on our people can be cut enough to give 
the substantial relief we all so ardently desire. 

(8) We do not wish to have our own sons bearing the burden of fighting alone 
if war should come. 

This program will provide well-equipped men of other nations to stand beside 
our own armies in the cause of freedom. 

(9) The Kremlin’s tactics of infiltration and subversion are especially effective 
in taking over underdeveloped countries where conditions of life for the people 
are bad. 

Making available economic and technical assistance to such countries is the 
best way to checkmate the Kremlin’s designs. 

There, in brief outline, are the foundations on which this program rests. 

Now let me tell you what the Congress has already done to the request we laid 
before it. 

The authorizing legislation cut the emount requested from ~$7.9 billion to 
$6.492 billion, a cut of $1.408 billion or 17.8 percent. 

The House Appropriations Committee proposed a further cut of $246.8 million. 
This reduced the total to $6.245 billion, which is 21 percent below the amount 
originally proposed. 
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The House on Saturday made a further cut to $6.002 billion. This figure repre- 
ents a cut of over 24 percent from the amount requested. 

I say without <cialieation that the cut of $1.4 billion made by the authorizing 
legislation has already gravely jeopardized the success of this aiok program. 

» It will mean fewer men under arms in the military establishments of our allies 
than they otherwise would have and these men will be less well equipped and 
less able to fight if trouble breaks out. 

It will mean less than adequate programs of economic and technical assistance 
in the underdeveloped countries threatened by the subversive attack of the 
Soviets and their fifth columns and therefore increased danger that Soviet tactics 
will succeed in these countries. 

It will for these reasons mean less security for the United States—for you 
and for me. 

The additional cuts of $490 million prescribed in the House appropriations 
legislation represent a further most serious weakening of our common defenses. 

It is within the power of this committee to refuse to accept the risks involved 
in this action by restoring the cuts made by the House and I earnestly hope you 
will do so. 

There is one more problem of most serious character to which I should like to 
call your attention—the House action on reduction of Mutual Security Program 
personnel. 

When they considered the authorization legislation the House and the Senate 
committees gave careful thought to reducing the number of employees engaged in 
the Mutual Security Program. 

The House adopted the Ribicoff amendment which provided for a reduction of 
10 percent in the number of administrative personnel but specifically exempted 
from the cut the blue-collar workers and other personnel engaged in the produc- 
tion and delivery of military end-items and the technical experts provided to 
countries under point 4 and defense support programs. 

The Senate was unwilling to accept the reduction proposed by the House but 
in the conference on the authorizing legislation agreement was reached on a 
carefully drafted provision for a 5-percent cut in the employees paid from admin- 
istrative funds. 

This was a grave reduction, especially because it will severely limit the ability 
of the Mutual Security Program agencies to undertake the new activities expected 
to be undertaken for the first time in fiscal year 1953. 

In the closing hours of the House debate on the Mutual Security Appropriation 
on Saturday, the House adopted a further and much more crippling personnel 
reduction. 

The language written into the House bill from the floor is not clear and there 
has not been time fully to study just how its specific provisions would operate. 

However, this language is much more far reaching and much more shackling 
than the usual Jensen amendment with which this committee is familiar. 

The House provides for a cut of 15 percent in the funds appropriated for 
personal services to carry out the Mutual Security Program, and requires an 
immediate and equally drastic reduction in employment. 

This would appear to be in addition to the 5 percent cut for administrative 
personnel already required by the 1953 authorization. 

The effect of the amendment would be nothing short of disastrous to the activ- 
ities of the Department of Defense in this program. 

The great bulk of civilian employees who are affected by the amendment are 
engaged in the vital activities of procurement, production, and delivery of military 
end-items to our allies. 

These end items are just now coming off the production lines in everincreasing 
quantities as American industry and the Mutual Defense Assistance Program 
go into high gear. 

A cut-back of such employees would result in a cut-back of deliveries—some- 
thing which cannot be allowed to happen, and limit the training of our allies’ 
forces in the use of equipment furnished under the program. 

The amendment would have an especially drastic effect on the point-4 program. 

That program is now 2 years old. It is just emerging from the tooling-up 
stage, in which it has established its working procedures and is recruiting basic 
personnel, 

The point 4 program is basically a personnel program: Its essence is to make 
available the services of technicians. 

This Congress, by this amendment, would be put in the position of providing 
funds for an expansion in the present rate of point 4 program operations, while 
denying the authority to recruit (or retain, as in Latin America) the indispensable 
technicians and other personnel without whom the program has no meaning. 
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The point 4 program, small as it is, is building great good will for the American 
people in thousands of villages throughout the world. 

It would be poor economy to deny the relatively small numbers of technicians 
and supporting personnel this program needs to get fully under way and carry 
out the tasks this Congress has itself assigned to it. 

The amendment would also severely handicap the defense support and eco- 
nomic aid activities of MSA. 

It would make it impossible to carry out the Moody amendment, sponsored by 
a very large number of Senators, which spearheads our efforts to strengthen 
private enterprise and free labor unions and to increase productivity. 

It would prevent the expansion of urgently needed MSA activities in Formosa 
and make it impossible adequately to staff the American aid mission to be estab- 
lished in Spain. 

By reducing the American production technicians who can be provided for 
the European munitions and related defense industries, it will limit the extent 
to which the Europeans can increase their output of military equipment for their 
own forces and for mutual aid. 

Mr. Chairman, I have here a more extensive statement which I offer for in- 
clusion in the record if the committee wishes to accept it. 


IMPORTANCE OF CUTS 


Senator SatronstaLu. I would like to ask Mr. Harriman this 
question, if we are not going to have him again. 

Are you satisfied with what the House Robicdnidatietis Committee 
gave you rather than what the floor cuts were? 

Mr. Harriman. I am very hopeful, sir, that this committee will go 
back to the figure that was passed in the authorizing legislation, which 
is approximately $6% billion. 

Senator SaLtonsTALL. If they did not go back to that, which cuts 
do you consider are the most unfortunate from the point of view of 
your agency, that were made on the floor? 

Mr. Harriman. Well, this is not only the Mutual Security Agency 
but all of the appropriations. I think as Mr. Bruce said a very heavy 
cut on the assistance to India and Pakistan is very serious. 

Chairman McKetuar. The Asia-Pacific technical matter? 

Mr. Harriman. Yes; the Asia-Pacific. 

And No. 2, I think title I, the defense cut, the entire cuts in title I, 
are very unfortunate. I think we are running grave risk that we will 
undermine the military build-up with as large a cut as has been made 
in title I. The amounts were very carefully figured out as originally 
requested, and substantially cut between the original request and 
when Public Law 400 was passed. And a further cut will really 
jeopardize the ability to go forward with that build-up, which I 
believe is so essential for our security. And then as to title II, there 
was a heavy cut in the military assistance in the title II countries. 


SUCCESS OF MARSHALL PLAN 


Senator Ettenper. Mr. Harriman, I am not a member of the 
Foreign Relations Committee, and I did not have a chance to question 
any witnesses with respect to the continuance of our mutual aid, eco- 
nomic assistance. As I pointed out on the Senate floor some time ago, 
when Mr. Hoffman was Administrator of the economic program, he 
stated specifically that if and when the program advanced to the point 
where the countries of Western Europe made progress to the extent of 
125 percent prewar, we would be able to move out. And asI pointed 
out on the Senate floor, the average is now, as I remember the figure, 
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146 percent. And yet we are continuing this aid. What have you 
to say about that, sir? 

Mr. Harriman. Well, I want to say that if it had not been for 
Korea, I believe we would have had a spectacular success with the 
Marshall plan. 

Senator EttenprER. We have had it even without Korea. 


EFFECT OF KOREAN WAR 


Mr. Harriman. There would have been spent in Europe $3 to $4 
billion less than estimated, and stability would have been obtained, 
with the exception of Austria and Greece, perhaps, where there are 
special circumstances. This would have been accomplished with be- 
tween $3 and $4 billion less than originally estimated. The events 
of Korea did two things to Europe. 

One, they substantially increased the cost of the raw materials and 
food that Europe has to import without a corresponding increase in 
the price of their exports. So these European countries were willing 
to and ready to, in cooperation with us, very substantially increase 
their. military effort. 

As a result of that, we have asked for this economic assistance, 
which is known as defense support, which is to help them import the 
things necessary to carry on this very heavy military effort. 

And we have testified to and can show this committee if you wish 
to go into the detail that we are obtaining more defense effort in 
Europe by this defense support than by the furnishing of end items. 
In other words, it is a military effort which these countries are making, 
which will require this defense support in order to let them carry out 
what they are doing in the way of diverting men to arms, the armed 
services, and factories, from what would haye been their export busi- 
ness, to military effort. 

But we are working on a completely new program now, which 
is caused by the very large increase of military effort which both we 
and our allies are making. 

Senator ELLENDER. Then the statement made by Mr. Hoffman 
must not be given credence, just because of this Korean situation. 
And yet in addition to this economic aid that you are now asking for, 
we are spending billions of dollars to help them with their military 
effort. Does not that counterbalance the proposition you have just 
mentioned? 

Mr. Harriman. No, sir, I don’t think so. I think Mr. Hoffman’s 
statement when he made it was a valid statement. But we have 
vastly increased our own military expenses because of the increased 
risks which we all feel exist, and the European countries have done 
the same thing. 


RESULTS OF ECONOMIC ASSISTANCE 


Now, the defense support, which is economic assistance, is directed 
toward helping them with their defense effort. If we do not give it 
to them, they will not be able to produce the military items which 
are necessary for the program, or have as many men under arms. 
And the defense support and the end items are both tied together as 
our contribution to the effort that they are making, and which results 
in more men under arms in Europe than we have in our own military 
establishment. 
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Senator ELLENDER. Well, now, Mr. Harriman, I am sure you would 
agree that all of this aid to Western Europe was done more or less 
by us in order to aid us in our own security. 

Mr. Harriman. That is correct, sir. 

Senator ELLENDER. Why would it not spell out more security for 
us if this entire amount were to be devoted to military aid, instead of 
pentie $1,782,000,000 into further economic aid for the countries of 

+ papas Europe? Would it not be better to spend it all for military 
aid? 

Mr. Harriman. We have shown in the testimony that the Euro- 
peans are able with this economic defense support to produce military 
results that are about two and a quarter times the value if we gave 
them military items. In other words, by giving them raw materials 
or machine tools, they can produce stuff at a fraction of what it would 
cost if you gave end items. 


DEFENSE SUPPORT 


Senator ELLENDER. Why do you call it economic aid, then? 

Mr. Harrman. We call it defense support. That is the term that. 
we use, defense support, so as to differentiate it from the type of aid 
we gave under the Marshall plan, although some of the commodities 
are similar. 

Senator ELLENDER. What strings can you attach to this one- 
billion-eight-hundred-million-odd dollars to the end that it is going to 
be used for the support you are speaking of? 

Mr. Harriman. Of the economic figure I gave you, of the $1,700,- 
000,000, $1,282,000,000 is for the European countries, the title I coun- 
tries. The other $500 million is distributed in other areas of the world. 

Senator ELLENDER. What strings will there be attached to that to 
be certain that that amount will be used in order to improve them 
militarily? 

Mr. Harriman. By a review item by item as the programs are 
submitted, showing that they will produce the results for which the 
appropriations are asked. That has been testified to in very great 
detail. 

Mr. Kenney. May I amplify that? Each item is carefully ex- 
amined to make sure that the money is used for defense support. 

Thus, in many instances, it goes to buyiag machine tools for 
factories that are manufacturing ammunition. The defense support 
fund is the one way in which we can hope to get these people off our 
backs and have their own productive capacity so that they can supply 
their own forces. 


DOLLAR RETURN FROM DEFENSE SUPPORT PROGRAM 


In other words, for each dollar of funds that are spent in defense 
support, we obtain between $2 and $3 worth of military efforts from 
the European countries. 

Senator ELLENDER. | can well understand that, provided the money 
that you designate as economic aid will be used by those countries in 
order to purchase the things you are now talking about, that is, 
machine tools and so on. a 
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What is there to force you to do that, and not.maybe change later 
on? 

There is nothing in the bill providing for that, is there? 

Mr. Kenney. Oh, yes; that is why the bill has defined what they 
call defense support. 

Senator EL.tenper. As I remember the authorization, there are 
two things mentioned, economic and defense. Why not strike out 
“economic,” or put it in here in some way 

Mr. Kenney. It is our feeling that that is what is called defense 
support. 

Senator Corpon. May I inquire whether there are any items set 
out in these estimates that are firm? Or are they all simply illus- 
trative? 





ILLUSTRATIVE PROGRAM 


Mr. Kenney. All of your items in there are illustrative. They 
are illustrative to this extent. At Lisbon, there was a meeting 
between the various countries in the North Atlantic Treaty. On 
the basis of that, certain plans and programs were laid out. And-on 
the details of all of those programs, the amounts that were requested 
by the President of the Congress were set forth. 

Now, as the amounts that have been originally requested have been 
reduced both in the authorization bill and in the House Appropria- 
tions Committee and on the floor of the House, that will require a 
revision in the program. 

Senator Corpon. Well, this is not a program. ‘This is an illustra- 
tive outline of the program. 

Mr. Kenney. It could only be illustrative, because we still do not 
know what. would be the actual amount which would be appropriated. 

Senator Corpon. You have ene amount now in front of you, an 
amount that has been appropriated by the House subject to action 
by the Senate. You had one amount that you assumed when you 
requested this to be appropriated, which was the amount of the budget 
estimate. 

But even with respect to the budget estimate, if 1 understand you 
correctly, you have set up a program which is illustrative only, and 
with respect to which you are not bound. Right? 

Mr. Harrman. We are bound under the general provisions of the 
aw. 

Senator Corpon. I am speaking about this specific breakdown in 
your estimate, sir. I understand the legal effect of the law. 

Mr. Harriman. Sir, it is the manner in which all of these appro- 
priations have been asked for, both for the Marshall plan and for the 
military assistance passed by previous Congresses. 

Senator Corvon. If I remember correctly, in the Marshall plan, 
we had outlined before us the quantity with respect to where the 
money was going, what was going to be purchased with it, and so on. 

Mr. Kenney. That has been so done in this program. 

Senator Corpon. The difference being that here you illustrate 
what you may do with it, but you do not say you will do it, or that if 
you do not do it, you will not spend the money for something else. 

Mr. Harriman. Exactly what we did in the Marshall plan, sir. 
There has been no change in this procedure. 
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Senator Corpon. I differ with you there. You have a different 
view than I have on that. 

Mr. Harriman. Well, sir, illustrative figures were used @ number 
of years ago when the Marshall plan was before this committee. 

Mr. Kenney. Detailed figures have been submitted in the House 
Appropriations Committee with respect to each country as to the 
character and type both of military items and of defense-support 
items that are supposed to go to each country. That is our best 
estimate at this time of what the needs and requirements will be. 
Those figures will be changed as the circumstances in thé world change. 

Senator Corpon. That is the point I wanted to get at. We are 
just furnishing you a blank check for whatever amount we finally 
determine upon, and we have an outline of what you may do with it. 

Mr. Foster. Mr. Chairman, may I comment on that for a moment? 

Chairman McKetuar. Yes, indeed, sir. 


FLEXIBILITY IN MILITARY PLANS 


Mr. Foster. These figures are submitted in detail. They do cover 
a specific military plan which has been worked out in the case of each 
country. Conditions do change, however, and the countries may be 
able to supply some items, or they may want to shift from tanks into 
airplanes. Therefore it has been true in all of the aid programs which 
we have made that there has been retained sufficient flexibility to 
make sure that within the broad outlines of that plan what we finally 
supply is the best to carry out our objectives. That has been par- 
ticularly useful, Senator, because in the early days of the military 
plan we suddenly found that we wanted to divert some of this 
to Korea for the needs of our troops there. Without that flexibility, 
we might have been restricted. This is not a blank check. This is a 
very carefully prepared plan which has been worked out by hours and 
hours of mutual consideration, by our military people, by our political 
people, by our economic people. The only adjustments in the main 
that will come in it will be those made necessary by the changing 
amounts of your appropriations, sir. 

Senator Corpon. You are prepared to have that statement written 
into the law in the Appropriation Act? Are you perfectly prepared 
to be bound by it? 

Mr. Foster. Perfectly prepared to be bound by that philosophy, 
because that is the philosophy we have used on all these aid programs 
as we have gone along. 


COMPILATION OF GROSS TOTAL REQUEST 


Senator Corpvon. Then are your illustrations in proof the basic 
figures upon which you erected and created your final total in your 
request? 

Mr. Foster. Insofar as we can look into the future, sir. And 
you must recall in all of these we are looking into the future. It would 

e very bad policy, in my opinion, to have the United States so 
restricted that it had to supply this equipment exactly as planned 
in spite of conditions changing. Lily 

Senator Corpon. That is the point to my inquiry, sir. I simply am 
endeavoring to get into the record the mechanics, the modus operandi. 
of your compiling of a gross total figure. 
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Now, you could not get that figure, in my humble judgment, except 
by picking it out of the air, unless you set up a program of what you 
needed in Europe, less the amount that you could not get of what you 
needed, and then took that total and proceeded to allocate it to that 

articular activity which, in the judgment of those who were passing 
judgment was the most essential need for this country’s defense. 

N ow, you had to do it that way, or it is an absolute guess, and this 
committee should not even take 10 minutes’ time to consider it. 

Mr. Foster. You have very well explained exactly what we have 
done. And that has been the way in which this has been prepared. 

Senator Corpon. Then when you use the term “illustrative,” 
here—and I want to get it in the record, because I. do not want to see 
an appropriation made upon the basis of an illustration of what may. 
happen, sir—I want it made upon the basis of what you have deter- 
mined is the thing that you would do as of this minute, but that you 
desire flexibility to vary the program as conditions change. That is 
one thing. 

Mr. Foster. We would accept that definition completely. 

Sen ator Corpon. It is helpful in the record, sir, in place of what we 
have h=re. 

Mr. Harriman. Senator, may I say that I never used the word 
“illustrative.”” That started about 4 years ago and has become com- 
mon parlance. I think it gives a wrong impression of what is really 
done. It is really carefully calculated figures, as you have described 
it, sir. 

Senator Exuenper. Under Public Law 165 of the Eighty-first 
Congress, first session, title I provided for mutual assistance, military 
assistance, and everything else. And under the recent authorization, 
Public Law 400, we provided for funds for defense support and 
economic assistance for Europe. 


MILITARY ASSISTANCE 


Now, Mr. Harriman, are we to understand unequivocally that the 
amount of money that is earmarked for defense support and economic 
assistance will all be spent for military assistance? 

Mr. Harriman. With the exception of Austria, with which you 
4 familiar, and possibly Greece, it will be spent to support a military 
effort. 

Greece has had the civil war and is just recovering from it, and in 
Austria there is the political situation there. 

Senator ELtenper. I understand. 

Mr. Harriman. But with the exception of those two countries, all 
of the funds will be used to make it possible for European nations to 
carry out their military programs, you see. 

Senator ELLENDER. How about the case of Berlin? Will that be 
taken care of out of this fund? 

Mr. Harriman. That is being handled by the German Government 
at the present time. 

Mr. Foster. I think some of this had better go off the record. 
Part of it can be on. I will be happy to answer the first part. Some 
of it comes out of military funds, and some of it out of economic 
assistance. 
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Senator ELLeNnpER. That is the point. I wanted to know why it 
was different. 

Mr. Fosrer. I think we had better take that off the record. 

Chairman McKe .uar. Very well. Off the record. 

(Discussion off the record.) 

Senator Exuenper. As Mr. Harriman has just stated, Greece and 
Austria are going to receive aid other than military, purely military? 

Mr. Harriman. That is correct. . 

Senator ELLeNpErR. And also Berlin will receive a part. That is 
correct; is it not? 

Mr. Harriman. Yes. 

Senator ELLENDER. What I am trying to do is to pin it down to 
those three. ; 

Mr. Harriman. I think that is a fair statement. 

Senator ELLenper. And that the rest of those funds which you 
designate in this appropriation as military funds will be used entirely 
for military, under two methods, one by direct assistance and the 
other enna the purchase of tools and stocking raw materials, and 
so forth. 

Mr. Harriman. And other things that will help them with their 
military effort. 


FURNISHING OF FOOD 


Senator ELLENDER. Now, what about the furnishing of food under 
that economic aid? Is that going to be continued? 

Mr. Harriman. There may be some food furnished in order to 
make it possible to divert the industrial capacity to military aid. 

Senator ELtenperR. How will that differ from the economic aid 
you gave under the Marshall plan? 

Mr. Kenney. It is quite different, Senator. Take a country 
such as the United Kingdom, which is perhaps making the greatest 
defense effort of all of the countries of Western Europe. They do not 
grow enough food to support themselves. By providing them with 
food, it means that they can continue certain military factories and 
plants which would otherwise have to shut down to permit them to 
earn the foreign exchange to buy the food to feed their workers. It 
is no good to have a military plant if you do not have workers in it 
who are fed. 

Senator ELLeENpER. That is what you did under the Marshall 
plan. You furnished them with a lot of money so that they could 
make a lot of goods to ship to be able to balance their exports and 
imports. Is that not true? 

Mr. Kenney. The basic philosophy of the Marshall plan was for 
the economic recovery of Europe. The basic philosophy of funds 
for defense support is to provide additional military support in 
Europe. 

Senator ELLenper. Of course, that is what all of us expected, and 
that is why I brought out awhile ago about this great increase per- 
centagewise of industrial production in Western Europe, and why it is 
that Western Europe was able to provide for big armies prior to the 
war with industrial production much less than it is now, and now that 
it has increased anywhere from 18 to as much as 40 percent in some 
countries over prewar is something I just cannot understand. It just 
did not make sense. 
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Senator Corpon. May I ask a question, Mr. Chairman? 
Chairman McKettar. Yes. 


SAME PROCEDURE AS MARSHALL PLAN 


Senator Corpon. Will the expenditure of the funds here appropri- 
ated, insofar as such expenditure is had in the foreign countries of the 
NATO organization, be on the basis of expenditures under the Mar- 
shall plan? In other words, will the funds be credited to the nation 
which makes the purchases, while the industries and other industrial 
units in those countries in turn get their orders for purchases of their 
needs in this country from their government, and pay their govern- 
ment in local currency, thus creating a counterpart account, as in 
Marshall plan? Is that the procedure? 

Mr. Kenney. It will be the same procedure. 


CONTROL OVER EXPENDITURE OF COUNTERPART FUNDS 


Senator Corpon. What, if any, control will this Government have 
over the expenditure by the several NATO governments of the cout- 
terpart account in each of such governments? 

Mr. Kenney. That is a matter of agreement between the United 
States and the various countries at the time. Thus, agreements have 
been entered into with respect to France, where the counterpart 
generated for the next year will be used by the French largely for 
military purposes. 

A similar agreement has been made in the United Kingdom. And 
we have always exercised great control over the expenditure of 
counterpart. 

Senator Corpon. I fail to recall that there was any great control 
exercised, and that is what I am interested in here. And I am 
particularly interested in such information as you can furnish the 
committee with respect to what is now contemplated will be the 
use by the several NATO governments of the accounts in their 
currency which will be created as a result of these appropriations 
and the expenditure of this money in this country to the credit of 
each of those foreign governments. 

I wonder what they are going to do with their counterpart funds. 
To a very great extent, I assume it would, of necessity, go into military 
matériel, equipment, and supplies. 

Mr. Harriman. That is correct, sir. 

Senator Corpon. However, if it is going otherwise, into any type 
of civilian effort, including the accelerated development of natural 
resources or the creation of government-owned industrial equipment 
or units, including those for war supply, I would like to have that, 
Mr. Chairman, if we can get it; and if it is of such a nature that it has 
to be classified, so that it should not go in the record, I should like to 
have the information for the benefit of this committee even though 
we have to keep it out of the record. 

Chairman McKe.uar. May that be furnished? 

Mr. Kenney. We don’t have any information at the present time 
as to the exact utilization to be made of all counterpart expenditures 
in each country. 
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PAYMENT OF BRITISH TAXES WITH FUNDS GRANTED 


Chairman McKe.tar. Is any of it used by these governments in 
lieu of taxation? In other words, are we paying taxes for Britain 
to any extent? 

Senator Corpon. It must, of necessity, be the case. 

Chairman McKe.iar. What taxes of the British Government does 
America pay in this way? I understand it is in the nature of 15 
percent. Is that correct? 

Mr. Kenney. I am sorry. I did not understand your question, 
Mr. Chairman. 

Chairman McKetuar. We are paying Great Britain’s taxes. We 
give money or clothing to Great Britain, and she sells to her own 
people, and therefore we are in that way paying taxes. That is what 
I am informed. Am I correct about that? 

Mr. Kenney. The money which goes to each individual country 
is to provide foreign exchange, dollar exchange, for which they can 
buy commodities and materials in this country. 

Chairman McKetiar. Or in other countries. They buy some in 
other countries, too, do they not? : 

Mr. Kenney. Yes. 

Mr. Harriman. Where they need dollars. 

Chairman McKetiar. We do not require them to buy these things 
in our country. They buy them elsewhere, and then they use the 
proceeds to pay their taxes and to balance their purchases. Is that 
not correct? 

Mr. Kenney. They can buy against purchase authorization by us, 
and then in turn that country puts up, which it has received from its 
citizens, its own local currencies. We then supervise the utilization 
to which that counterpart is used in each country. 

Senator Corpon. That is the thing I want. 

You have two things now. You have an experience record for the 
last year and the year before. 


UTILIZATION OF COUNTERPART FUNDS 


Mr. Kenney. We will give you a complete statement as to the utili- 
zation that has been made of counterpart up to now. 

Senator Corpon. Fine. And with respect to the future, I can 
understand that you could not possibly hand to us a blueprint outline 
of where that money is going to be spent in the future. I would not 
expect that. But you have some understanding with the countries 
as to what quantity of those counterparts is going into munitions or 
what part of the counterparts is going into support of their armed 
services as they now understand, into clothing, or what have you, and 
particularly into maintenance and livelihood and that sort of thing, 
what amount will go into capital investment in military production 
units of one kind or another, what amount is needed to repair a dam- 
aged civilian economy, if that be the case, including civilian pro- 
duction, and so on. 

Chairman McKetuar. And public works. 

Senator Corpon. And it is that kind of an over-all breakdown or 
prognosis for the coming year that we would like to have if we can 
get it. 
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Mr. Kenney. I will give that in as much detail as we can at this 
time, sir. 
(The statement referred to follows:) 


Use or Locat Currency CountTEeRPART Funps In Europe, 1951-52 anv 1952-53 


The utilization of counterpart generated in 1952-53 by defense support will 
reflect the purpose of the defense support, as specified by the Mutual Security 
Act. Defense support is designed to support the defense expenditure programs 
of the European countries. Similarly, counterpart will be used primarily for 
defense expenditure, apart from the amounts used in accordance with the Moody 
amendment for stimulating free enterprise and the expansion of the economies of 
the participating countries. 

The use of counterpart in accordance with the purposes of the Mutual Security 
Act is insured by the procedure for deposit and withdrawal of counterpart. All 
counterpart is deposited in a special account. After deduction of the amount 
set aside exclusively for the use of the United States, the remainder can be drawn 
upon by the participating country only after the United States gvies its specific 
approval to the release of the funds. This approval is provided under a series of 
agreements which specify in detail the manner in which the funds will be used. 

The use of counterpart to finance defense production and construction represents 
a substantial change from the situation that existed in the past. During the 
ERP period, counterpart was used primarily to finance investment projects 
designed to increase production. In the fiscal year 1952, the promotion of pro- 
duction was still the largest use of counterpart, although military expenditures 
already assumed considerable importance. 

The shift in the character of counterpart use is well illustrated by comparison 
of the accompanying table, which shows the purposes for which counterpart 
funds were released during the first 10 months of fiscal year 1952, with the general 
plans for use of the counterpart generated by 1952-53 defense support. In the 
10-month period, actual withdrawals from the counterpart accounts by the 
participating countries amounted to just under $1,400 million. (This amount 
does not include withdrawals by the United States.) The promotion of produc- 
tion through investment projects accounted for $580 million, or 41 percent, of 
the total. These investment projects covered a wide range, including agricul- 
ture, mining, manufacturing, transport, and utilities. Detailed breakdown by 
industries can be provided if desired. , 

The financing of military expenditure, which began during the year, already 
assumed substantial proportions. $342 million, or 24 percent, of the amount 
withdrawn, was used for this purpose in the first 10 months of.the fiscal. year. 
In addition, MSA made agreements with participating countries for the use of 
counterpart for military purposes, which were not yet reflected in actual with- 
drawals from the accounts. As of April 30 these agreements, which contained 
specific programs for military use of counterpart, applied to a total of $646.5 
million of counterpart funds (including the "$342 million actually withdrawn). 
Further agreements for military use of counterpart had been made in a more 
general form, but had not yet been brought to the stage of specifying the 
particular military uses of the funds. 

The bulk of the counterpart generated by the 1952-53 defense support will be 
used for military purposes. The amount requested for defense support (incl d- 
ing economic aid to Austria) is $1,248 million. After deducting the 10 percent to 
be set aside for use of the United States, in accordance with the Mutual Security Act, 
$1,123 million will be available for use by the countries in agreement with the 
United States. In the NATO countries, almost all of the counterpart, aside 
from the amount to be used in accordance with the Moody amendment, will 
be used to finance military production and construction. While any figures 
presented at this stage must necessarily be considered as tentative forecasts, 
present plans indicate that in the NATO countries, about $800 million of the 
$917 million of counterpart available for country use will be used for military 
purposes. Thus military expenditures will absorb 87 percent of the total. Ap- 
proximately $70 million may be used in the manner snecified in the Moody 
amendment (the remaining counterpart from $100 million to be used in Germany 
and Austria), and about $50 million to finance investment nrojects. 

The largest use of counterpart for investment will be in Italy, with smaller 
amounts used for this purpose in Greece and Turkey. In each of these countries, 
the investment is part of a development program of the highest importance. 
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In Italy, the investment funds will be used primarily to assist the project for 
regional development in southern Italy. This project is essential to the creation 
of tolerable living conditions and a stable society in Italy, and its progress may 
be expected to undermine one of the principal sources of Communist strength in 
that country. Further development in Greece and Turkey is needed to strengthen 
the economies of these countries. 

In such countries as France and the United Kingdom, the counterpart funds 
generated by 1952-53 aid will be used entirely for defense expenditures, and for 
the Moody amendment purposes. 

In the case of Germany, the largest single use of counterpart, probably amount- 
ing to somewhere in the neighborhood of half the total, will be used for the support 
of the city of Berlin. The remainder will be divided between the Moody amend- 
ment purposes, and the financing of investment in defense industries. 

All of the counterpart generated in Austria will be used to expand the productive 
capacity of the Austrian economy, either through the financing of investment 
projects or in accordance with the Moody amendment. 

More than half of the counterpart generated in Yugoslavia will be used to 
finance military expenditures. The remainder will be used for civilian investment, 
primarily in agriculture. 


TABLE I.—European program counterpart funds—MSA approved withdrawals from 
95 percent portion available for use by participating countries, fiscal year 1952, 
July 1, 1951 to Apr. 30, 1952 


[Dollar equivalents of the local currencies, in millions of dollars] 





Country | Promotion | Military | Financial Housing, Total 


: Hoe. public 
—T purposes stabiliza- | Works and 


Austria 103. 
Belgium-Luxemburg : : 
Denmark 

France. Li. asebutohal 
Germs ny (Federal il Republic) 

Greece ‘ tis 

Iceland _- 

Italy : 

The Netherlands_- 

Norway- 

Portugal 

Trieste 

Turke y_. . 

United Kingdom a 
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Senator ELutenpeEr. I would like to pursue the questioning of Sena- 
tor Cordon a little bit further with respect to these counterpart funds. 

How much of the mutual defense appropriation will take the form 
of counterpart funds? Any? 

Mr. Harriman. The military items, of course 

Senator ELtenper. I do not mean that portion which is designated 
as economic and defense. I am speaking now of this larger amount 
which is going to be used for military aid. 

Mr. Foster. If you refer to end item, none of it. 

Senator ELLenpgER. So the only ones which will take the part of 
counterpart will be those appropriated for defense and economic aid? 

Mr. Kenny. That is correct. 

Senator ELLeNDER. Now, you say that as to that part vou will see 
to it that those counterpart funds are used by the country that obtains 
them also for military aid? 
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Mr. Kenney. That will be our general philosophy of administra- 
tion, to see to it that it is utilized that way to the maximum extent. 

Senator ELLENpEeR. When are you going to do that, after you give 
it to them, or before? 

Mr. Kenney. During the negotiations on the aid program. 

Senator ELuenper. In other words, you are going to do that, and 
in fact vou should, before you give them the money. 

Mr. Kenney. Oh, yes. This past year in the U. K., when $300 
million was made available for them under the defense-support pro- 

am, it was specifically agreed that of the pounds sterling generated 

y that the entire amount was to be used by the British Government 

for its military expenditures. 

Senator ELLENpDER. I understood Mr. Harriman desired to further 
answer a question I asked a while ago. 

Mr. Harrman. I think it has been answered now. 

Senator Exuenper. That is all I have. 

Chairman McKetiar. Any further questions? 

Senator KNowianp. Yes. They got onto title II. Are they going 
to title III? I have some questions to ask. 


CUT IN ADMINISTRATIVE FUNDS 


Mr. Kenney. I have one answer to make with respect to the cut in 
the administrative funds before we proceed. As far as the Mutual 
Security Agency is concerned, it has reduced its personnel since Sep- 
tember of last year by 15 percent. The authorization bill which was 
passed by the House and Senate provided for a further 5-percent reduc- 
tion in personnel. The Jensen amendment will then provide for an 
additional 15 percent on top of that. So that your total required 
reduction in personnel, if the Jensen amendment remains, will be well 
in excess of 30 percent of that which was the force in being in Sep- 
tember of last year. 

Senator Corpon. Would you mind running over that again? 
I want to get my mind clear on it. And I say to you frankly that 
while I am not at all sold in my mind on the over-all value of the 
program itself, that is beside the point, the program has been adopted, 
and I want to do what I can to implement it. I want to know that 
you have help enough to do the kind of a job that needs to be done. 
I think on the other hand that the employment ought to reflect a 
direct relationship to the amount of money you have tospend. Other- 
wise you will be employing too many people and doing too little good 
to the other people. So if you will outline, now, beginning with the 
personnel which was requested, the amount of personnel requested, 
by the estimates 

Chairman McKe.iar. That is $43,790,000. 





ORIGINAL REQUEST 


Mr. Harrman. The original request was $43,790,000, and under 
the House Appropriations Cotnmaitens action, it was cut to 42, and on 
the floor it was further cut. 

May I point out, sir, that the original request was less than 1 percent 
of the total appropriations requested. 
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Senator Corpon. Where are you reading? 

Chairman McKet.ar. That is page 38 of the bill. 

Senator Corpon. Not to exceed $37,800,000. The House com- 
mittee recommended $42 million? 

Mr. Mourpay. Right. 

Senator Corpon. And on the floor it was cut to $37,800,000, in 
dollars. Then there was added the Jensen amendment, which would 
apply first to 15 percent, which would be prohibited in expenditure, 
and then to the 85 percent to the extent that it might be applicable 
in certain circumstances. 

Mr. Harriman. And may 1 point out that this total figure as 
originally requested was substantially less than 1 percent of the entire 
appropriations asked for? 

Mr. Kenney. And as I pointed out, the reduction in personnel is 
in excess of the 15 percent that had been taken since last fall and the 
5 percent required of the Authorization Act. 

Mr. Harriman. May I say this, sir: The Congress last year in its 
legislation instructed a 10-percent cut in the Mutual Security Agency, 
and in fact the Agency reduced the total personnel by 15 percent 
instead of 10, in order to bring it down to a minimum basis. that 
that is why Mr. Kenney is speaking of this 15 percent. The Agency 
reduced its personnel in excess of what the Congress suggested at that 
time, and it is an indication, I believe, of the type of administration 
with which you are dealing. They are going to cut everything that 
they can in administrative personnel. 


EXPENDITURE ESTIMATE FOR PERSONAL SERVICES 


Senator Corpon. Can you give me the actual expenditure for 
administrative purposes for the current year insofar as you have it? 

Mr. Murpny. For the Mutual Security Agency, sir? 

Senator Corpon. For the agencies covered by this figure, 
$37,790,000. 

Mr. Murpuy. We, of course, don’t have it actual as of this time. 
Our estimate is a total of $42,031,000. 

Chairman McKe.iar. You realize that we cannot keep this up 
forever. We must cut it down some. We cannot continue to pay 
a part of the taxes of the world and furnish school money and clothing 
and food and things of that kind. If we do, we will ruin our own 
country, do you not think? 

Mr. Harriman. Well, sir, may I suggest that these European 
countries are very important to our sccurity. 

They are putting more men under arms than we have in our own 
Military Establishment. 

Chairman McKe.uar. Are they putting more men under arms 
than we are? 

Mr. Harriman. Yes, sir. 

Chairman McKetuar. When did that occur? 

Mr. Harriman. That can be testified to. 

Senator ELLeENpER. You mean in Western Europe only. You 
do not count Korea? 

Mr. Harriman. No, no. I am talking about Western Europe. 

(Discussion off the record.) Tk 

Senator ELLENDER. I would like to ask a few more questions 
with respect to these two separate accounts here, 
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PURCHASE OF FINISHED PRODUCTS 


As I understand, the larger portion of the appropriation is to be used 
to purchase finished products, finished military products. 

Mr. Harriman. Yes, sir. 

Senator Extenper. And the other, as you indicated, is to be used 
to furnish the tools to the countries of Western Europe to manufacture. 

Mr. Harriman. And the raw materials. 

Senator ELLeEnpER. Now, how much have you set forth as to the 
amount of these finished products that are to be bought from the 
countries of Western Europe? 

Mr. Kenny. You are talking about the offshore procurement 
program? 

Senator ELLenpER. I am talking now about the item providing 
for 3 billion plus to put us in a position to buy finished products to 
arm these soldiers from Western Europe. I understand that this 
fund is to be used to purchase finished products. 

Mr. Foster. In Europe. We planned, sir, approximately a billion 
dollars on the basis of the original request. 

Senator ELLENDER. How much here? The rest of it? 

Mr. Fostrr. The rest of it here. 

Senator Ettenprr. Now, this billion-dollar purchase will be made, 
I suppose, in many cases from those manufacturers in countries that 
we are furnishing the money for this tooling and the raw materials 
and everything else. Am I to understand that? 

Mr. Foster. That is correct, sir. 

Senator ELtenper. And is that your basis for saying that you can 
buy the same product in France, let us say, or in Europe or in England 
2% times less than here? 

air Fosrmr. No; that was not quite the statement, sir, that was 
made. 

Senator ELLENpDER. I would like to have that explored a little bit. 
In other words, what I am now seeking to elicit from you is this: To 
what extent will this cash money that we are now appropriating be 
used to purchase finished products from those manufacturers that 
we will supply through the second fund, tools and raw materials and 
everything else? 

Mr. Foster. Well, you will not necessarily buy it from the same 
people to whom you are giving all of these funds, although it is per- 
fectly obvious that if we give a large order to an aircraft manufacturer 
in Europe to produce completed airplanes for the use of the NATO 
forces, they may wish to get some machine tools from the United 
States, which will require dollars, and that particular company doesn’t 
get the dollars out of the offshore procurement. They will be paid 
or that offshore procurement by their own national government in 
funds of that national government. It may well be, however, that 
our giving them defense support will make it possible for them to 
produce equipment of a kind suitable for our allies in Europe and in 
fact perhaps for our own forces. 

Senator ELitenper. And our own money will then be used in Europe 
to purchase supplies that we outselves will need and the European 
armies will need. 

Mr. Foster. That is correct, sir. 

Senator E.ttenper. That is going to assist them economically. 
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Mr. Foster. It certainly is a very substantial assistance. 

Senator ELLENpER. It gives them a dollar exchange. 

Mr. Foster. And it will enable them to get other things which 
they need in this country. 

Mr. Harrman. Senator, may I suggest this, sir. That is the second 
year, and not the first year, because it takes time to pay the bills. 

Mr. Foster. That is correct. It will be obligated this year, but 
the deliveries largely will take place next year. 

Senator Corpon. May we have the statement with respect to the 
- = lest year’s counterpart and proposed use of this year’s during 
the day! 

Mr. Kenney. Yes; I will get that. 

(The material requested appears on p. 143.) 

Chairman McKetuar. Any further questions? 

Mr. Foster. May I, sir, present for the record a statement which 
I had intended to make? 

Chairman McKe tar. Yes. 

(The statement referred to follows:) 


STATEMENT OF Hon. Wiiutam C. Foster, Deputy SecrETARY OF DEFENSE 


Mr. Chairman and members of the committee, it is my considered judgment 
that the appropriations for military assistance passed by the House of Representa- 
tives under the authorization of the Mutual Security Act of 1952 fall short of the 
minimum necessary to make adequate provision for the security of the United 
States. These appropriations are about $380 million below the amount authorized’ 
in the Mutual Security Act of 1952. The latter amount is $827 million below 
the funds requested by the President for military end items’and training for the 
coming year. The amount authorized in the Mutual Security Act of 1952 in my 
opinion already represented the limit of risk to which the United States should 
go in balancing military requirements necessitated by international tensions 
against the stability of our domestic economy. The additional cut made by the 
House of Representatives would stretch the risk excessively. 

In the original request for fiscal year 1953 Mutual Security funds, the President 
asked for $5.4 billion for military assistance to meet definite objectives. Let me 
briefly review them. 

In title I, our aim is to fill certain matériel deficiencies in the NATO forces 
agreed upon at Lisbon for calendar year 1952, plus providing minimum essential 
equipment for the increase in forces contemplated for 1953. Also included is a 
percentage of the equipment for certain German forces which we expect will 
join us in the European defense effort and for forces in Yugoslavia and Spain. 

n the Middle East, our aim is to provide necessary maintenance support for 
United States equipment already on hand in Greece and Turkey and to continue 
to modernize the combat units already in being in those countries and in Iran. 
In title III, we hope to provide the additional equipment badly needed by the 
forces of Indochina now actively engaged in checking Communist-inspired 
hostilities, essential requirements for the forces needed to defend Formosa, and 
additional increments of equipment in the Philippines and Thailand for forces 
to preserve their internal security. 

In Latin America the program is directed toward placing our neighbors, from 
a training and equipment standpoint, in a position to assume certain essential 
defense tasks. In all cases, the amount of military aid contemplated in the 
President’s request was based upon the best judgment of what the recipient 
countries could do for themselves and the common defense with reasonable United 
States help. In no case were the goals to be attained with this aid completely 
adequate from a military standpoint. They already contained a very real element 
of military risk. 

The Mutual Security Act of 1952 authorizes a total of $4.6 billion for military 
assistance instead of the approximately $5.4 billion that the President requested. 
In addition to this reduction of over $820 million, drastic reductions were made 
in the moneys available for defense support and for economi¢ “and technical 
assistance. These reductions are bound>to affect the ability of the recipient 
nations to contribute toward their own defense. The precise effect of the com- 
bined reduction cannot be accurately predicted at this time because of the varied 
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decisions involved. If we were to apply this reduction to forces in the title I 
area, it is our best estimate that, even without including the added cut in appro- 
priations made by the House of Representatives, it would spell a loss of the initial 
equipment for approximately 5 Army divisions and 13 front-line air squadrons 
plus 38 minesweepers and 6 destroyer escorts in the Navy. 

I do not say that a reduction in forces is the only method of absorbing the cut, 
but the illustration I have given is an indication of the effect if applied to forces. 
Similar calculations could be made for the other geographical areas involved in 
the mutual defense effort. But no matter how the reduction is actually made, 
and assuming the most intelligent and careful planning both here and abroad, 
this reduction of funds requested will inevitably lead to a proportionate reduction 
in the military effectiveness of forces. 

The appropriation voted by the House of Representatives reducing the avail- 
able funds for military assistance by another $380 million, if applied to NATO 
forces, would have an effect of a further loss of approximately 1% divisions, 
3 front-line air squadrons, 4 minesweepers, and 3 destroyer escorts. The total 
loss of forces would be a substantial portion of the increase of European forces 
planned at Lisbon for calendar year 1953. That loss, gentlemen, could represent 
the margin between the success or failure of our rearmament effort acting as a 
deterrent to war, or between victory and defeat in battle. 

The House Appropriations Committee has clearly stated the basis on which 
it recommended a further $200 million cut in military assistance funds, which 
recommendation did not contemplate the additional $180 million cut made on 
the floor of the House. The committee properly appreciated that the provision 
of matériel for United States forces and for our allies who will fight beside them 
if the need comes is an integrated problem. The committee concluded, however, 
that the total production requirement is beyond our industrial capacity, without 
further curtailment of our civilian production. I cannot concur in this con- 
clusion. It is true that for the past several months the difficulties in the steel 
industry and the uncertainties of our political situation have exerted a depressive 
effect upon planned production. The result has been to increase the problems of 
military procurement agencies in contract negotiation. 

The shortfall in obligations below what Secretary Lovett predicted 4 months 
ago has not been out of proportion to these difficulties. He said at that time that 
the unobligated balance at the end of the fiscal year was expected to be about 
$500 million—a reasonable figure in the light of offshore procurement negotiations 
under way and the need for a reserve to anticipate engineering changes and 
supplemental procurement under existing contracts. The unobligated balance 
at the end of the fiscal year is now estimated to be approximately $668 million. 

Offshore procurement, the cornerstone of our hopes for a self-sufficient arms 
industry in Europe, has recently assumed greater importance in our planning. 
Where we had thought that we would have to confine ourselves largely to stimu- 
lating the development abroad of new production facilities, we have lately found 
it possible to take advantage of increased production from existing facilities. 
Significant quantities of military items such as ammunition and spare parts are 
now being procured abroad. This has the beneficial effect of shortening the 
military supply line and of hastening the day when the countries concerned will be 
able more nearly to assume the full burden of their military production needs. 

The effect of the increased possibilities for self-help through offshore procure- 
ment together with the reduction already imposed by the enabling act will be to 
bring down our demands on the United States armament industry. This will 
mean that we will readily obligate our fiscal year 1953 funds and shall perhaps 
have to plan other methods for maintaining our United States mobilization pro- 
duction base. 

The House Appropriations Committee has reported that the military establish- 
ment has given first priority to the fulfillment of its own needs, with the result 
that some military assistance funds have remained unobligated. It is true that 
an overriding priority has been given to combat requirements in Korea. But 
second only to these requirements and to those of such other active combat areas 
as may be determined by the Joint Chiefs of Staff is the priority given NATO 
forces and other forces which in case of war are most likely to be first engaged 
with the enemy. Those are the terms of a Presidential directive to the Secretary 
of Defense dated January 9 of this year, and the puperinnens are complying with 
that directive. Equipment for our allies manning the defenses of Europe or Asia 


comes off the same production lines as that for our own units. The actual alloca- 
tion which carries out the priority policy is made at the end of the production line. 
The House Appropriations Committee, therefore, was quite correct in pointing 
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out the close relationship between procurement for our own forces and for the 
forces of our allies. That relationship is in fact even closer than mav be generally 
realized. There is a single strategic threat to the security of the United States 
and the other free countries of the world—the armed might of the Soviet coali- 
tion—and it is onlv by an integrated plan for defense that we can resist it. 

We deeply appreciate this committee’s interest in this legislation now and we 
also hope that it will be possible for the entire Senate to consider this matter 
urgently. In this vear of international stress I am hopeful that delays, with their 
attendant effect upon the readiness date of the forces involved, can be avoided. 

In summary, the United States and the countries allied witht us in mutual 
defense face today a real threat, which certainly shows no signs of diminishing. 
The degree and timing of that threat cannot be precisely calculated. We must be 
prepared to meet it whenever and in whatever strength it comes. In the judgment 
of our best militarv planners, the President’s request for military assistance funds 
contemplated a real element of risk which the nations concerned could accept only 
on grounds of economic necessity. In the enabling act the Congress accepted a 
further risk, both as to the strength of the forces with which to deter or meet 
aggression and the time at which those forces will be combat worthy. Our wisest 
military planners believe any further cuts would seriously endanger our national 
security. I, therefore, respectfully urge this committee and the Senate in the 
furtherance of that security to approve the appropriation of the President’s 
estimates of mutual security funds for fiscal year 1953. 


PERSONNEL CUT 


I should like to comment briefly on the new type Jensen amendment adopted 
by the House on Saturday, which requires a 15-percent cut in personnel. Mr. 
Harriman has already described the effect of this amendment on the entire Mutual 
Security Program, particularly coming on the heels of the 5-pnercent over-all 
personnel cut required by the Ribicoff amendment to the authorizing legislation. 
While the Jensen amendment does not avply to military personnel, it would appear 
to anply to the funds approvriated for payment of all civilian personnel of the 
Denrartment of Defense engaged in activities under the Mutual Seeurity Act. 
This includes a relatively small number in the Denartment itself and a large num- 
ber of emvlovees engaged in service-wide projects, procurement, production, 
renair, rehabilitation, packing, handling, crating and delivery of end items 
produced for our allies and in essential supnort of training activities. Such a 
cut does not annear to be administrativelv feasible, for these emvlovees are not 
exclusively Mutnal Defense Assistance Program employees. Procurement of 
militarv end items and their production and delivery, as you know, is geared in 
with the regular procurement program of the Derartment of Defense for our 
domestic militarv needs, and much of the personal service is actually nerformed 
bv regular emrlovees of the Derartments, whose time is prorated on the basis of 
work rerformed. Thus, an emnlovee may be working one dav a week or only 
several hours a dav on the foreign aid program and the rest of his time may be 
snent on the domestic rroeram. In a month svch as Mav when deliveries to our 
all‘es was in excess of 300,000 tons, more ble collar emnlovees were engaged in the 
MMDAP nvrogram than in earlier months. We have, then, a congressional directive 
which inst eannot he nronrerlyv carried ont, 

F ven if it were administratively feasible to administer the Jensen amendment 
with resnect to procurement and blne collar employees, it would be false economy 
to require a cut of such Department of Defense emplovees at this time, on ton of 
the F-nercent cut in militarv and administrative employees already prescribed by 
the Ribicoff amendment. One of the maior criticisms leveled against the pro- 
gram has heen the slowness of deliveries of end items to our allies. Not only is 
over-all militarv production on the increase now but also the long-lead time items. 
such as planes and tanks, which were ordered many months ago, are just now 
coming off the production lines. To eut back on the emplovees needed for the 
insnection, aceentance, processing, and transportation of end items already pro- 
duced or in production would delay the build-up of Allied forces, reduce our effec- 
tive utilization of the eauinment already financed and thus impair or defeat the 
effectiveness of the entire Mutual Security effort. 

Gentlemen, the net of all this is that if this amendment becomes law, the Densart- 
ment of Defense will not. be able most effectively to carrv out its,responsibilities 
under the Mutual Securitv Act. Tt will not be able to do the best possible job 
in producing and delivering the planes, tanks, and weapons required by our allies. 
The committee does not, I am sure, wish this to happen. 
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TITLE II FUNDS 


Senator Know.anp, This follows, Senator, along the lines Senator 
Cordon had asked earlier. 

I now direct your attention specifically to title IJ] funds. My 
understanding is that of the 1951 appropriations by Congress some- 
thing less than 40 percent, and I think it is considerably less than that, 
but we will not argue the point, has been shipped out to Formosa as 
of the present time. That is as of 1951. But of the 1952 appro- 
priations by Congress, and authorizations, there are none of them 
which have actually been delivered. 

Now, what has been done, and what is being done, to speed up a 
situation which has been brought to the attention of this goverpment 
by General Chase, by our Administrator, Mr. Rankin, and I believe 
by Admiral Radford when he was shortly here, to expedite the ship- 
ments, which seem to be unusually slow, to me, at least. 

Mr. Fosrmr. Mr. Chairman, we can furnish all those figures for 
the committee. We did have for the armed services committees some 
similar figures, and Senator Knowland is substantially correct. How- 
ever, the amount of those shipments has been increasing qu uite rapidly, 
and the reason for the apparent delay in that to date has been the fact 
that many of the items which we would have sent there have been sent 
to Korea instead or to other places where actual combat was taking 
place or was about to take place. 

(The following information was furnished: ) 


MDAP DBLiveriges TO NATIONALIST GOVERNMENT REPUBLIC OF CHINA 


As of 31 May 1952, the volume of deliveries of United States military equip- 
ment to NGRC on Formosa has totaled more than 52,000 measurement tons. 
Included in these deliveries have been the following major items: 

More than 10,000 small arms and automatic weapons 
100 tanks and combat vehicles 

250 transport vehicles 

225 artillery pieces 

275 aircraft 

800,000 rounds of artillery ammunition 

20,000,000 rounds of small arms ammunition 

30,000 mines and rockets 


SITUATION IN FORMOSA 


Senator KNow.anp. I would like to have that information, because 
for years there has been what seems to be a dragging of feet on the 
Formosa situation. 

We came into the war in Korea only having a few hundred dollars’ 
worth of signal equipment that had been put aboard a ship in San 
Francisco prior to the outbreak of hostilities. 

It is true that Formosa itself is not in hot war at the moment, but 
it is between two very hot wars, one in Korea and one in southeast 
Asia. It is not going to do any good if hostilities break out there 
that we merely have the plans for supplying some equipment, without 
the people having the equipment they will need to use. 

General Otmstrep. May I say, Mr. Chairman, that within the last 
year the nationalist government representatives here were in contact 
with us, and there are only three items on which they have a critical 
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shortage as of this moment, and all three of those items will be for- 
warded to them, I mean a supply of those two items, within the next 
2 months. They are even now en route or they will be shipped. 


SITUATION IN MALAYA 


Senator KNow.Lanp. I now want to direct your attention to the 
situation in Malaya. I have just talked with somebody who has 
returned from Malaya, who tells me that one of the great reasons for 
the casualties that the British are suffering there has been the fact 
that the jungle type of fighting that is going on is such that their 
police and military officials are ambushed. And the greatest thing 
they could have to be helpful in the situation in that area of the world 
would be armored cars, and they do not need to be the latest variety. 
They could be World War II types. I want to ask to have printed in 
the record at this time an article which appeared in the Singapore 
Straits Times, on Friday, March 14, labeled ‘ Armored-car sale 
scandal: New probe starts,” with a London dateline, that “‘a Malayan 
armored-cars scandal has been disclosed, and an inquiry into the sale 
of surplus vehicles in Britain has started following urgent calls from 
Malaya.” 

Chairman McKetuar. Without objection, it will be placed in the 
record. 

(The article referred to follows:) 


ARMOURED-CAR SALE SCANDAL—NEW PROBE STARTS 


Lonpon.—A Malayan armoured-cars scandal has been disclosed, and an 
inquiry into the sale of surplus vehicles in Britain has started following urgent 
calls from Malaya. 

Although a Federation Government spokesman in Kuala Lumpur recently 
complained that deliveries of armoured cars from Britain had been “slower than 
we would have liked,’’ many such cars are being auctioned in Britain. 

Despite this, the Defense Ministry claims it is still doing everything it can to 
find vehicles for Malaya. 

Ninety-one Ford armoured scout cars, advertised for auction in Yorkshire last 
month, were withdrawn at the last minute by the Supply Ministry. 


CONDEMNED BY ARMY 


The Army had condemned them ‘‘because spares, needed to recondition them, 
would cost dollars’’—but the sale of 88 Humber armoured scout cars of the type 
much needed in Malaya went on. 

At the Supply Ministry storage depot in Nottinghamshire, 85 heavy Staghound 
armoured cars were sold last August. 

In October, in Bedfordshire, the Ministry of Supply auctioned 152 Humbers 
and four other armoured cars. 

The War Office said yesterday: ‘‘These vehicles were in scrap condition. 

But an official of the Rootes group, the makers of the Humbers, said that engine 
and transmission parts are still available and they had been supplied to foreign 
countries which had bought batches of surplus cars earlier. 

Other spares, said the official, could be made by resetting the machine tools. 

A Defense Ministry official said vesterdav that the vehicles put up for auction 
were being carefully examined to see whether they were usable in Malaya. 


Senator KNow.Lanp. And also an additional article dealing with 


that same subject, date-lined London, March 13. 
(The article referred to follows:) 


” 











SUPPLEMENTAL APPROPRIATION BILL, 1953 153 


ARMOURED Car INQUIRY STARTED 


Lonven, March 13 (Reuter).—The Daily Express newspaper said today that an 
inquiry into the sale of surplus vehicles in Britain had started fellowing “urgent 
calls for armoured cars needed in Malaya.”’ 

The paper claimed that 88 Humber armoured cars—‘‘most needed in Malaya’’— 
were put up for sale in Yorkshire last month, 85 heavy Stag Hound armoured cars 
were sold last August, and the Supply Ministry had auctioned 152 Humbers last 
October. 


SURPLUS ARMORED CARS 


Senator Knowianp. And I would like to have an explanation, if 
we could get it, as to why armored cars would be disposed of as 
surplus in Britain when there was an order in Britain for these used 
cars which are desperately needed in Malaya, and yet with the aid 
that is being asked of us they are apparently being sold for scrap. 

Mr. Foster. We are furnishing no aid to Malaya, Senator. They 
are purchasing from us with their own funds some equipment for 
that purpose, of course. 

Senator Know.anp. That is not the question. 

I know we are not supplying aid directly to Malaya. We are 
supplying aid to Britain. But the Malayans have a desperate need 
for armored cars and have had an order in with Britain for some 
used cars at the very time the British were disposing of some of them 
as scrap, cars which could have been used in Malaya. 

I would like to know what coordination there is, of whether we 
have another snafu with the British somewhat comparable with the 
one we had last week for ourselves. 

Mr. Foster. That is a British problem, sir. 

Senator Know.anp. It is an American problem, too, as long as 
we are called upon to make substantial appropriations and substantial 
matériel available in both Asia and Europe. 

1 think that we should be concerned if they are needlessly disposing 
of some surplus World War II cars that could very easily be used to 
help calm down the situation in Malaya. 

Chairman McKetuuar. This statement submitted by Mr. Kenney 
will be made a part of the record. 

(The statement referred to follows:) 


STATEMENT OF W. JoHN KENNEY TO THE SENATE APPROPRIATIONS COMMITTEE 


It is a great pleasure for me to appear before you today. I should like to talk 
about the programs which the Mutual Security Agency has developed to help 
build the defensive strength of the free world. 

The major portion of MSA funds is for defense support of Western Europe; 
it is to provide Western Europe with raw materials and equipment required for 
its defense build-up. Adequate defense support is necessary to enable the 
original NATO countries and Germany to carry out the plan of action agreed 
to at the Lisbon Conference of NATO. The remainder of the funds in title I 
are programed to support the defense efforts of Greece and Turkey, which were 
added to NATO at Lisbon: to further military objectives in Yugoslavia and 
Spain; and to provide economic aid to Austria. 

The MSA funds have been severely cut by the Senate and House, the funds 
authorized to the Western European countries by 30 percent. These cuts will 
necessitate a scaling down of the Huropean defense effort from the projected levels. 
They will make it impossible for the NATO countries to reach the Lisbon plan 
targets on schedule. By delaying the scheduled bwid-up of NATO forces, they 
will increase seriously the dangers we face. 

The Lisbon agreement assumed that all of the partners, both European and 
American, would do their full share toward carrying out the force plan for 1952 
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and beyond. Europe 1s providing the largest portion of the resources required 
for that plan. The European members of NATO will supply most of the ground 
and air units for the SHAPE army. They are also providing the facilities for 
airfields, barracks, and communications systems, under joint finaneing arrange- 
ments, and a large and increasing proportion of the military equipment required 
for their forces. In addition to the American forces now assigned to Europe, 
the United States contribution, as set forth in the original Mutual Security 
Program request for fiscal vear 1953, contemplated that the United States would 
provide about half of the equipment for the European divisions, together with 
the amount of defense support necessary to realize the European defense program 
on schedule. 

Considerable progress in building up its defensive strength has already been 
made by Europe. The European countries are devoting each year a larger 
proportion of their total resources to defense. European military budgets have 
almost doubled since 1950, and will increase further in 1953. The period of 
military service has been expanded. The number of men under arms has gone 
up steadily and is now greater for the NATO countries as a whole than in the 
prewar year 1938. The quality of equipment and training has improved markedly. 
As a significant measure of the military burden which Europe is undertaking, may 
I call your attention to the fact that European tax reciepts—not just nominal 
tax rates, but actual receipts—on a percentage basis compare favorably with our 
own. This year France will collect an estimated 30.7 percent of its GNP in 
taxes; Great Britain will collect 35 percent, and the United States 25.8 percent. 
Great progress has also been made in the economic and political integration of 
Western Europe through such institutions as the Schuman plan and the European 
Defense Community. 

MSA has estimated that the defense expenditures of the Lisbon plan countries 
and Germany would have to rise to about $13.9 billion in fiscal 1953 to carry out 
their share of the Lisbon program. The 30-percent cut in defense support agreed 
to by the House and Senate will make it impossible for these countries to raise 
their defense efforts to this level. The defense expenditures of these countries 
are now projected by MSA at about $12.9 billion, a reduction of $1 billion from 
the original targets. This will inevitably mean a serious slippage in the goals 
agreed to at Lisbon, taking the form of smaller forces or less effective forces by 
the target dates. 

The military programs which the Europeans have undertaken are imposing 
a heavy and continuous strain on their economy. The $12.9 billion of expendi- 
tures projected for next vear will add to this strain. Take the example of the 
United Kingdom, which has the largest defense program of any of the NATO 
countries. Britain is producing large amounts of military equipment. Because 
production of matériel falls heavily on industries which customarily produce a 
large share of British exports, both general and dollar exports, the United Kingdom 
is faced with aggravated problems in financing the imports it needs. Britain has 
been suffering alarming losses in its gold and dollar reserves. A continuance of 
these losses will seriously jeopardize Britain’s whole defense program. 

As another example, France, with her economic structure damaged during the 
second World War, has financed for the past 5 years a full-scale war against com- 
munism in Indochina. The Indochinese campaign, coupled with France’s NATO 
defense effort, have contributed to a serious inflationary situation. 

The strength of the European economy is the key to the success of the European 
defense effort. If Europe can expand it productive base, it will be able to sup- 
port the heavy military burdens placed upon it. If, on the other hand, Europe 
fails to maintain its economic strength, the present military plans either cannot be 
carried out or else will create such severe economic and social dislocations as to 
undermine the objectives of the military build-up. 

The expansion of the strength of Europe’s industrial capacity is essential not 
only to secure the largest possible contribution of effective military forces but 
also for the solution of the important maintenance problem which will arise once 
the period of capital build-up is completed. The annval costs of maintenance and 
repair of eauiprrent can he as high as 25 precent of the initial cost of the equip- 
ment. If in future years Europe is to pick up this large maintenance task without 
large-scale assistance from the United States, it will have to preserve and strength- 
en its industrial capacity. 

The defense support program plays a crucial part in this task of maintaining 
Europe’s productive base. Europe is essentially a large industrial workshop, 
which must import a substantial proportion of the raw materials for its machines 
and the food for its workers. There was a reasonable expectation that most 
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countries of Western Europe, by the end of the Marshall plan, would be able to pay 
with their own earnings for their essential needs from the dollar area. he 
invasion of South Korea changed this promising picture in two major respects. 
In the first place, the rapid pace of rearmament throughout the world bid up the 
prices of the raw materials and equipment which Europe must buy abroad. At 
the same time, Europe’s own rearmament program resulted in a diversion of labor 
and factories from production for exports to production for defense. This meant 
that Europe’s dollar earnings could no longer pay for all of the imports from the 
United States and other countries in the dollar area, which it requires to carry out 
its defense programs and maintain minimum essential civilian activities. 

That is why we must help with defense support to provide Europe with some 
of the imports she urgently needs and cannot pay for herself. Jigs and dies, 
aluminum and wheat are necessities of modern war just as shells and cruisers are. 
All of these goods contribute, directly or indirectly, to a stronger European defense 
program. Some defense support goes for raw materials such as copper and 
cotton which are used directly for the production in Europe of guns and planes 
and military uniforms. Some defense support supplies machine tools and equip- 
ment also used directly for military production. Other materials, such as coal, 
petroleum, and iron and steel products go into defense-related industries like 
steel, transportation, and power. These industries must increase their output 
at least as rapidly as the direct increases in defense production and military con- 
struction. A small part of the commodities, such as wheat for flour and bread 
go directly into consumption. They also contribute to the NATO defense 
program by replacing the labor and resources which would otherwise have to be 
shifted from defense work to the production of food or to additional exports to 

ay for food imports. Since European soldiers are fed, clothed, and trained at 
ower cost than our own, it pays us in military terms to provide some of the wheat 
while Europe provides the soldiers and guns. 

Assistance under the defense support program is not the same as economic aid 
administered under the Marshall plan. The objectives of the two programs are 
different. In both cases we provide dollars to permit the procurement of specific 
commodities which the Europeans need, which they cannot pay for themselves, 
and which can be purchased only with dollars. But it is a case of using the same 
means to achieve entirely different ends. Under the Marshall plan, we assisted 
the economic recovery of the participating countries. Under the Mutual Security 
Program, our defense support assists the European governments to carry out 
expanded defense efforts and every aspect of the projected military build-up will 
be affected by the level of United States defense support. 

Defense support has a multiplier effect on the economic base in Europe and 
thereby makes possible an increase in the European defense effort of several times 
the amount of defense support. Here are only two examples of how the multiplier 
works. In Denmark, the Copenhagen Ammunition Arsenal expanded its pro- 
duction of all kinds of ammunition. To do so it had to have some new machine 
tools, including about $100,000 of American tools financed by MSA. As a re- 
sult, production of .30 caliber bullets alone increased from 5 million rounds in 
1951 to an estimated 17 million rounds in 1952. In dollars and cents terms, 
$100,000 of defense support helped to make possible a yearly production increase 
valued at $460,000. In Norway, one of the northern iron mines was completely 
destroyed during the war. About $2 million of machinery and equipment from 
the United States will make Taran production in 1952 of about 500,000 tons of 
iron ore concentrate destined for the steel plants of Europe. The value of the 
iron ore output will be $7% million, or almost 4 times the amount of defense sup- 
port in this year alone. Taking into account direct and indirect economic effects, 
each dollar of defense support makes possible about $2.40 worth of military effort 
in Europe. 

The higher European military expenditures made possible by defense support 
go to strengthen all phases of the defense effort. They assist in the mobilization 
and training of troops and the construction of airfields and barracks as well as 
the production of military equipment. As European defense programs expand, 
an increasing portion of the defense budgets can be used for the production of 
guns, tanks, ships, and planes, and for the maintenance of American-supplied 
equipment. Defense support makes its largest contribution in this category, 
but it is essential to all parts of the military build-up. 

Unfortunately, the multiplier effect of defense support works both ways. With 
a cut in defense support, the loss of essential raw materials, commodities, and 
equipment means a several-fold reduction in European production and conse- 
quently, in the amount of resources which can be devoted to defense. As a result 
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of the cut of close to 30 percent made by the House and Senate conferees, we esti- 
mate that the defense effort of the Lisbon plan countries and Germany will have 
to be scaled down by about $1 billion. A reduction of this magnitude will obviously 
have very serious consequences for the build-up of effective defense forces in 
Western Europe. The cuts made in the defense support program will also make it 
more difficult for Greece and Turkey, whose sizable forces now protect the southern 
flank of the NATO army, to carry out their military programs. They will reduce 
the funds programed for Yugoslavia under the tripartite agreement with Great 
Britain and France, and mean less economic aid to support our important ob- 
jectives in Austri>. 

What will this reduction in European defense budgets as a result of the 30 per- 
cent cut in defense support mean in terms of the size and phasing of Europe’s 
contribution of troops and equipment to the Mutual defense program? his 
can only be measured precisely after a complete reassessment of our defensive 
strategy in the light of the reduced availabilities, including the smaller amount. of 
United States end-items which Congress has authorized. One thing which is 
clear, however, is that Europe will be unable to carry out the future build-up 
planned at Lisbon. The full measure of the slippage, and the precise forms that 
it will take, whether a smaller number of combat units, less effective units, or 
both, will only be apparent when the reprograming process is completed. 

Turning now to southeast Asia, we find active Communist military aggression, 
with a large-scale war under way in Indochina, and with Communist-directed 
insurgency and shooting in other countries of that area. Military assistance is 
needed. But the mutual defense efforts we are carrying on there require economic 
support. First, it is necessary to supply ‘‘common-use” imports in direct support 
of the military end-items which the MDA program is furnishing to Formosa and 
Indochina. Second, the rebuilding and strengthening of port facilities, road 
systems, power facilities, and the like is as vital for defense purposes in all of these 
countries as it is for the improvement of their economic efficiency in general. 
Third, without extensive commodity support, in Formosa in particular, the pressure 
of military expenditures could cause such explosive inflation ss to undermine the 
whole basis for stability and strength. Finally, without a reasonable measure of 
technical and economic aid to help improve living conditions for the people in this 
area, our military assistance efforts might well fail completely—indeed, they could 
even make the road easier for Communist subversion or Communist political 
victories. 

It is our aim not only to provide direct support to the military in the form of 
‘‘“common-use”’ items, where needed, but also to assist these countries in establish- 
ing strong, stable governments, in repairing the ravages of war, and in initiating a 
process of real economie improvement. Put briefly, our purpose is to help them 
build the economic foundations of their existence as independent nations. 

It need hardly be added that the general area of southeast Asia is of great im- 
portance to the United States, because of its strategic location from the standpoint 
of security and mutual defense, its export surplus of the great food staple, rice, and 
its resources of raw materials the free world urgently needs—tin, natural rubber, 
petroleum, copra, manila hemp, bauxite, manganese, tungsten, cobalt, to name 
but a few. 

What are the effects, as we see them, of the 12.6 percent cut imposed by the 
Senate and Howse upon funds for southeast Asia country programs that will 
remain a responsibility of MSA? In our judgment, the cut is dangerous on 
economic grounds in Formosa, and sharing in this cut could also cause real difficulty 
for our programs in Thailand and the Philippines. Moreover, the parallel re- 
duction in the ‘‘common use” imports for Indochina and Formosa appears 
distinctly risky also. 

Under a cut of this magnitude, a large part of the readjustment must necessarily 
fall on the program in Formosa. Yet any material curtailment in the program 
of supplying needed commodities to that heavily garrisoned island could well 
bring on a disastrous inflation that would nullify our entire effort to maintain sta- 
bility and hold the line against Communist aggression at that crucial point. Cut- 
ting the commodity support to Formosa at this time is playing with fire. 

The Mutual Security Program is a sound investment which will promote the 
security interests of the United States and those of the free world. The cuts 
already made in the program have added seriously to the risk that our joint de- 
fenses in Western Europe will not be built sufficiently rapidly to deter aggression 
or to resist it successfully if it occurs. The program before you is #n economical 
one. The margin of resources from the United States enables our allies through- 
out the world to devote much larger resources to their own to the common de- 
fense. This is buying military defense at the cheapest possible price. I urge you, 
therefore, to give your approval to this program in its present form. 
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EFFECT ON MSA 


Since September 1951, MSA has made a reduction of about 15 percent in its 
administrative personnel. This was in excess of the 10 percent personnel cut 
required by the MSA Act of 1951. Under the 1952 authorization act, MSA 
has already made provision for an additional 5 percent reduction in administrative 
personnel and has reduced its budget estimate by more than $1 million. These 
two reductions required cut-backs in many important MSA activities and left 
the Agency with a staff already too limited to meet adequately the most urgent 
of its responsibilities. I would like to reaffirm most emphatically what Mr. 
Harriman has already stated concerning the crippling effect of the new provisions 
inserted in the appropriation act. 

The apparent effect of an additional 15 percent reduction in administrative 
personnel would mean for MSA a cut of more than 30 percent within the past year 
at a time when the program must go ahead full steam. In addition, as pointed 
out by Mr. Harriman, this amendment would also apply to “program personnel’”’ 
which was so carefully exempted from the Ribicoff amendment. Specifically, 
this new reduction would mean: 

1. MSA will not be able to recruit the staff required to carry out the Moody 
amendment—adopted only a few days ago—which is intended to strengthen the 
foundations of private enterprise in Europe and to speed up the solution of basic 
problems which have been handicapped the European economy. 

2. MSA will not be able to provide the production experts requested by Europe- 
an governments and industries to assist them in improving production techniques. 
This will mean that we shall not be able to secure the full multiplier value of 
defense support and that our allies may not be able to achieve the NATO defense 
production goals to which they have agreed. 

3. In the Far East—and especially in embattled Formosa and Indochina, MSA 
will not be able to provide the additional technical personnel required to strengthen 
the food and industrial production and to combat inflation and related economic 
problems which severely handicap the security situation of these areas. 

4. Negotiations are currently in process concerning the American aid program 
in Spain, which will involve both military and economic assistance. MSA now 
has only a negotiating team in that country. When the negotiations are con- 
cluded, it may be essential for MSA to establish a mission of sufficient size to 
administer a substantial economic aid program. ‘The personnel reduction re- 
quired by the House bill will not permit MSA to recruit the new personnel re- 
quired for this purpose. 

5. Many other MSA activities will have to be reduced. The staffs of the MSA 
missions which check to see that the defense support commodities provided to our 
allies are utilized for the agreed purposes will be curtailed. 'The MSA participa- 
tion in Ambassador Draper’s American delegation to NATO and OEEC, which 
carries on vital negotiations concerning collective European action to meet com- 
mon defense and economic problems, will have to be reduced to a point where it 
cannot exercise the American leadership required. 

A program of this magnitude must have competent administration, and to 
deny the funds for proper administration, which amount to less than 1 percent of 
the aid funds involved, is not economy but waste. 


BASIC MATERIALS PROGRAM 


Chairman McKe.iar. We have got to adjourn at this moment 
to go up and vote. 

Will anyone want Mr. Harriman this afternoon? 

Senator Corpon. I want somebody who can answer some questions 
about the program. 

Mr. Harriman. May I at this point insert in the record, Mr. 
Chairman, a statement about the basic materials program for fiscal 
year 1953? 

Chairman McKetuiar. Without objection, permission is granted 
We will meet at 2:30 o’clock. 

(The statement referred to follows: ) 
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Bastc MarTeriats ProGRAM Fiscat YEAR 1953 


Estimated oblig-atic ns: 
Fiscal vear 1952 $11, 480, 658 
Fiscal year 1953 19, 000, 000 


On Aurust 28, 1951, the Defense Materials Procurement Agency (DMPA) 
was established by Frecutive erder with authcrity and direction under programs 
certified by the Defense Producticn Administrator to precure and expand the 
pr-ducticn f stratecic materials at home and abread as a vital part of the United 
States mebilizaticn effert. In erder to aveid duplicaticn and to derive the full 
benefit of specializaticn ecntemplated by the establishment cf DMPA, the cperat- 
ine respensibilities «ef Mutual Security Arency (MSA) fer this pregram, involving 
advances repayable in materials to the United States, under secticn 514 cf the 
Mutual Security Act of 1951 were delegated by interagency agreement of Novem- 
ber 30, 1951, t> that avency. 

There remains, however, under section 514 of the Mutual Security Act ef 1952 
the necessity t> provide assistance t% initiate and expedite the producticn and 
flow cf basic materials wherever located in order t> reduce the drain en United 
States resources and t» assure the production of adequate supplies of essential raw 
materials for the ellective defense of the free world. 

This — will be carried out by MSA in accordance with an understanding 
with DMPA that DMPA will continue to have responsibility for procuring and 
increasing the supplv of strategic materials for the United States use and MSA 
will confine its activities to (a) developing increased production of basic materials 
to meet the requirements of friendly countries for their security effort, and (b) 
providing for ancillary transportation, port, and similar projects to increase the 
total flow of such materials. MSA intends to continue to make available to 
DMPA substantial amounts. of local currency from the United States (10 percent) 
portion of counterpart funds for increasing the supply of strategic materials for 
the United States, as well as to use a portion of such counterpart funds in the 
form of loans, repayable in such local currencies or other form, to support projects 
initiated under the new section 514 of the Mutual Security Act to help meet defi- 
ciencies in countries receiving United States assistance under the Mutual Security 
Program or otherwise. It is important that 10 percent counterpart be used to the 
greatest extent possible to stimulate the production of materials which enhance 
collective and United States security. 

MSA has, for review, a large list of materials development and mining support 
projects located in Europe and in its overseas territories, as well as in Asia and 
other parts of the world. 

This list has been furnished to Export-Import Bank and DMPA to determine 
which projects are eligible for financing from funds available to them. MSA 
proposes to advance in the title I area $19 million for projects not eligible for financ- 
ing by these agencies but which will contribute most significantly to the increased 
production or flow of essential basic materials. 


AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., upon the expiration of the 


recess. ) 
Chairman McKe.tuar. The committee will come to order. 


PERSONNEL QUESTIONS 


Senator Corpon. Mr. Chairman, we have been going into this 
employment question somewhat informally and I think the record 
now ought to be supplemented with some information with respect to 
it, because it appears to be one of the important questions which the 
Senate should consider now which ultimately will be considered by a 
conference committee, in all probability. 

My attention has been called to a provision of the authorizing legis- 
lation, Public Law 400, of the Eighty-second Congress, which is 
found in paragraph F of section 5 of the act, found on page 4. 
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This proviso, insofar as it is pertinent to our inquiry, provides as 
follows, and I quote: 

That, 90 days after the enactment of the Mutual Security Act of 1952, the 
number of civilian employees who are United States citizens, receiving compensa- 
tion or allowances from the administrative expense appropriations authorized by 
this act, employed in the United States and overseas by or assigned to the Mutual 
Security Agency, or employed by or assigned to the Department of Defense or 
the Department of State for carrying out programs the appropriations for which 
are authorized by this act, and the military personnel assigned to such programs, 
shall be in the aggregate at least 5 percent less than the number so employed or 
assigned on June 1, 1952, except for such personnel ofthe Department of Defense 
engaged in the manufacturing, repair, rehabilitation, packing, handling, crating, 
or delivery of matériel. 

I close the quotation there although there is a further modifying 
proviso.’ I deem it is not pertinent to our question. 

That means, Mr. Chairman, that the authorizing * Egos itself 
requires that the number of personnel on the payroll at any one 
moment after 90 days from June 20 shall be in the aggregate only 
95 percent of the number that were on the payroll in these several 
agencies on June | of this year. That is an absolute ceiling. 

In view of that fact, and the further fact, Mr. Chairman, that 
percentagewise the administrative funds allowed by the House in 
the bill as it was passed, are slightly greater for administrative funds 
as compared to total appropriations than they were for 1952. 

Tt would appear to me we do not need to worry about the dollar 
amount in the present bill until such time as we change that dollar 
amount upward, 


QUESTION OF INCREASE IN ADMINISTRATIVE PERSONNEL 


In that event we should give some consideration to a comparable 
increase in the administrative figure now in the bill. But in view of 
this reduction I have just mentioned, if the amount finally in the bill 
is less than 5 percent under the amount that was actually spent in 
1952, which was $7,328,923,976, then we must pay attention to the 
provisions in this paragraph F to which I have referred. 

I wanted to get a general statement in the record covering the 
several eventualities as they appear to me at the moment. 

It is perfectly clear if we are to have any amendment in the nature 
of the so-called Jensen provision that is now in the House bill, we must 
make an exemption in the equivalent to the exemption found in the 
limitation on personnel, found in Public Law 400, from which I have 
just read. 

That takes care of the so-called blue-collar workers which are 
credited to the Department of Defense, but whose salaries, I under- 
stand, are paid from this appropriation. 


TECHNICAL PERSONNEL 


My attention has been called to another group which it is claimed 
ought to be exempted from any such provision if such provision is 
retained in the bill. That is the technicians or technical personnel 
employed in the point 4 program in the various parts of the world 
outside the United States. With respect to that group, Mr. Chair- 
man, I would like to have a statement made by someone representing 
the program that is before us. 

21643—52 
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POINT 4 PROGRAM 


Mr. Anprew. I am the Administrator of that program, and as you 
well know, the point 4 program is essentially a program of personne! 
and people and essentially a program of technicians. 

To the extent we reduce the technical foree, to that same extent 
we reduce the effectiveness of the program. This will seriously cut us 
in the end part of our next fiscal year. 

At this time, frankly, our force is merely building up. If we are cut 
by 15 percent, it would seriously affect the end part of the present 
year program. 

Senator Corpon. You say you are just building up your force? 

Mr. ANDREws. Yes, sir. 

Senator Corpon. You have been at it for a year and you have not 
built it yet? 

Mr. ANprews. Yes, sir. In the first place, we received the funds 
for this program im November of last year. Before we could talk 
about contracts, there had to be agreements made. We had to be 
assured of money before we could talk in terms of it. We really did 
not get to filling out these programs. 


TECHNICAL ASSISTANCE PROGRAMS 


Senator Corpon. Could you at this moment give for the record a 
short statement indicative of the kind of an agreement that you have 
executed with the beneficiary foreign nations in connection with your 
assigning to them technical assistance? What are their obligations? 

Mr. Anprews. Their obligations are simply this: It is a mutual 
arrangement between the Government of the United States and the 
host country in which we mutually join in a technical-assistance pro- 
gram to be agreed upon by the technicians of their country and the 

technicians of our country. They in general are supposed to support 
the program to start with an equal amount of their currency with 
what we put into it. 

As the program goes on, as the general rule, they increase their 
contribution to this general program. That, essentially, is the way we 
start. 

The next point is the selection of the basic problem within the 
country which they feel is essential to the development and the carry- 
ing on and the growth of that country. We attack them together. 

At the present time, the program is primarily on food, with emphasis 
on education and health to follow. I would say transportation is 
probably another feature. 


CAPITAL INVESTMENT 


Senator Corvon. Does your program as it is now being accom- 
plished, or as it is now envisioned for later accomplishment, include 
either a present or a later supply to the beneficiary country of funds 
or the equivalent of funds as a part of any capital investment necessary 
for the accomplishment of the whole program? 

Mr. Anprews. At the present time, the program is based on sup- 
porting supplies for the technicians only, and the investment is sup- 
posed to take the form of private investment. 








SUPPLEMENTAL APPROPRIATION BILL, 1953 161 


Our present policy, the present regulation, the present directives 
to our people in the field are to stay away from grants for capital 
investment. 

Senator ELLENDER. When you speak of an agreement o1 a contract 
between us and any country in the Middle East, or anywhere, it 
means solely as to the technical aspect of the program? 

Mr. AnprRews. And supporting it. 

Senator Extenper. It has to be with investments of any kind? 

Mr. Anprews. The supporting of the technical program. 

Senator Corpon. Does your contract to these several countries 
include their paying local living costs of our technicians while they 
are in their country? 

Mr. Anprews. No, sir. That has to do with the joint fund 
arrangements. There are times when our people are paid, their 
living costs are paid out of the funds of the country, but that is a 
joint fund arrangement whereby our money is matehed by their 
money. 

SALARIES AND TRANSPORATION 


Senator Corpnon. Then we are in this curious position, are we not: 
We have the United Nations Food and Agricultural Organization, I 
believe it is, which has technicians here, there, and yonder over the 
world advising foreign groups 1n the field of agriculture where their 
salaries and transportation costs are met from chiefly the United 
States Treasury, but officially the United Nations, but where their 
local expenses, while in the several countries, are paid for by those 
countries and at the same time we have our point 4 technicians in 
those countries doing substantially the same thing, but their salaries 
are paid by the United States Government. Their transportation is 
paid by the United States Government, and all their expenses in the 
beneficiary country are paid by the United States Government. 

Mr, AnprREews. Would you like for me to explain that? 

Senator Corpon. Yes. 

Mr. Anprews. I will tell you exactly why that is true. We 
started out in the beginning of the point 4 program to make the same 
requirement on transportation and living expenses that the FAO 
now does, but we found very quickly you might just as well leave a 
man without. his pants as put him in a foreign country without 
transportation. 

In many of the countries we are working in, the high ministers of 
government do not even have a car. Our people have to have 
transportation to carry this program to the villages. We are not 
sitting around in the nations’ capitals.. We are taking this program 
to the villages. 

Senator Corpon. FAO does that, too, does it not? 

Mr. Anprews. I can tell you something. In Addis Ababa right 
at this hour there is a man in forestry from FAO who has been in 
the country a year and a half and has not seen a forest. 

There is a coffee expert there from FAO in the very country that 
is the birthplace of coffee, and he has not seen a coffee grove in 3 
months, for the simple reason that the Government of Ethiopia does. 
not have the transportation, the money, the means of getting them 
out there. 
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The point 4 people themselves are hauling those fellows to those 
points. I can tell you within the last 2 weeks we had the forest man 
out there, and that is the first forest he has seen in a year and a half. 
FAO has to change its system or its people sit around in these capitals. 

Senator Corpon. In other words, we not only have to furnish them 
the corn, but we have got to furnish it to them shelled? 

Mr. AnprREws. That is exactly right. 

Senator Corpon. I prefer not to offer it to them on the ear. 


TOTAL TECHNICAL PERSONNEL 


Chairman McKetiar. How many people have you employed? 

Mr. Anprews. We have at this moment, including the group of 
technicians that will be taken over tonight, in Indonesia and Burma 
under the provision of the authorizing legislation whereby the TCA 
takes over the program 1,150. 

Chairman McKetiar. How many others have you employed? 

Mr. AnpREws. We have 132 people other than technicians. 

Chairman McKetiar. One hundred and thirty-two for each 
country? 

Mr. AnpreEws. One hundred and thirty-two for thirty-five countries. 
Our administrative personnel is immeasurably lower than it would 
otherwise be. 

Chairman McKeniar. I want to know how many you have. 
Won’t you tell us what you have? How many employees have you 
outside of technicians? 

Mr. AnpREws. We have besides technicians, as I have told you, 
something in the neighborhood of 132 in the field. 

Chairman McKertiar. How many others have you? 

Mr. Anprews. We are paying about 700 administrative personnel 
in Washington and 132 on the staff of the embassies. 

Chairman McKetxar. Just 132 added to 1,150; is that right? 

Mr. Anprews. That is right. 

Chairman McKe.uar. That is 1,282 people to handle $118 million? 

Mr. Anprews. No, sir; $276 million. You are talking about south 
Asia. 

Chairman McKettiar. What is your figure? 

Mr. ANpDREws. $276 million. 

Chairman McKe tar. You cannot tell from this paper that I have 
here. Tell us about that figure, please. I am just asking you to tell 
us about how you work it out. How do you spend this money? Do 
you send the technicians abroad? 

Mr. ANDREws. Yes, sir. 

Chairman McKettiar. Do you have them over there now? 

Mr. ANDREws. Yes, sir. 

Chairman McKe.uar. How much did they cost you this past year? 
How much of the fund have you on hand now? 

Mr. Anprews. They cost $6,367,000 last year in the Near East 
and Africa. 

Chairman McKetiar. What else do you do with thismoney? You 
do not pay the employees $6 million, do you? 

Mr. ANprEews. You mean the technicians. That ‘iS their cost. 
When you hire a technician in the United States, you pick them up 
here. You send him and his family across. You establish him in a 
country. 
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Chairman McKeruiar. You pay that travel pay?’ 

Mr. ANprReEws. Yes, sir. 

Chairman McKeuuiar. Do you pay each one of the members? 
Mr. Anprews. We pay the transportation cost of the family. 


AVERAGE SALARY 


Chairman McKetiar. What do you pay the technicians? 

Mr. Anprews. The technician’s average salary, I believe, is $5,600- 
some-odd per year. That includes everybody of all grades and 
classes. 

(The following correction was supplied:) 

(Nore.—It was subsequently determined that the correct figure is $8,500 for 
average salary of technicians.) 


f 


AVERAGE OVER-ALL COST PER TECHNICIAN 


Senator Corpon. What is the average over-all cost of a technician 
overseas per annum? Have we ever worked it out? I mean the 
average outlay of money to maintain a technician overseas per year. 

Mr. AnprReEws. It is approximately $16,000 per technician per 
country. 

Senator ELLENDER. That includes travel abroad, and also the 
travel around the country? 

Mr. ANpREws. Yes. 

Chairman McKe.uiar. What do they do? Suppose you send one 
to Belgium. What do you do with him? 

Mr. ANprEws. The TCA program does not operate in Belgium. 

Chairman McKE.uar. Where does it operate? 

Mr. AnpreEws. In the so-called underdeveloped countries. 


SITUATION IN LIBERIA 


Chairman McKetuar. Take Liberia. 

Mr. Anprews. In Liberia, and let’s speak in terms of an agriculture 
program—the particular man, say he is a coffee expert, he sits down 
with the Minister of Agriculture of that country. They work on the 
coffee problems of the country. Suppose it is a disease program. 
Maybe it is a breeding program; maybe it is an expansion-of-coffee 
program. They join with the other technicians of that Government 
and people similar to a county agent in this country. 

Chairman McKetuiar. Do they not have technicians over there? 

Mr. AnpREws. No, sir; they have very poor technicians, with all 
due respect to them. They are trying. They are a very primitive 
country, in many respects. Their people are not up to better develop- 
ments. 

Chairman McKertiar. Do you send them to a country like Java? 

Mr. ANprREws. Yes, sir. 

Chairman McKetiar. Do they not have experts in Java? 

Mr. AnpreEws. Yes, sir. 

Chairman McKetuiar. | was there many years ago and they had 
coffee experts there then. 

Mr. Anprews. Here is the fact concerning Java, sir: Thirty 
thousand technicians were in Java up to the time of their mdependence 
and they were Dutchmen. Nearly all of those people have left Java 
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and they did not leave behind them either trained technicians or 
administrators. 
® Chairman McKetiar. Would your Department furnish technicians 
for Java? 
Mr. AnpreEws. No, sir. 
Chairman McKe.iar. How many do you have? 
Mr. Anprews. Only at midnight tonight do I become responsible 
for that program. Maybe Mr. Kenney can say exactly. 

Chairman McKetiar. I just want to know something about it. 
What do these men do? 

Mr. Kenney. There are at the present time 22 Americans in 
Indonesia, which includes Java, and others in a number of other coun- 
tries who are working on technical assistance projects. 


ADVANTAGES DERIVED FROM TECHNICAL ASSISTANCE PROGRAM 


Chairman McKee iar. What have they accomplished? What does 
the United States Government get in return for the expenditures of 
these moneys on technicians? 

Mr. Kenney. It is a detailed program and involves a number of 
things. It involves agriculture. 

Chairman McKetuar. I am asking what the United States gets 
out of it. What do we get in return for sending these technicians 
over there? 

Mr. Kenney. We get two things in return, the first of which is the 
question of helping the establishment of a stable government in the 
protection of the world, which is very unsettled at the present time. 

Chairman McKetiar. We know that. 

Mr. Kenney. The second thing which we are getting out of it is 
the source of a great many raw materials which we need for our own 
industry in this country. That permits the increase in the production 
of those raw materials. 

Chairman McKeruiar. Take Java, for instance, now. What raw 
materials do we get from Java besides coffee? 

Mr. Kenney. We get a great many things—hemp, sisal, rubber, 
tin, and copra. 

Chairman McKetuar. Are these rubber technicians and coffee 
technicians, or are they just confined to coffee? I thought you said 
22 were coffee technicians. 

Mr. Kenney. I am sorry if I misled you. We had 22 technical 
people working on technical-assistance projects which includes a 
number of different types of projects. 

Senator ELLenper. Mr. Chairman, a while ago when Mr. Andrews 
was testifying, as I understood him he stated in order to pay the 
expenses of technicians on this program it would entail a cost of about 
$6 million. But we are spending $276 million on the program. 

As I understand, this $276 million is to take materia!s, raw materials, 
fertilizer, and other things like that, to show them how to use it; is that 
correct? 

Mr. Kenney. That is correct. 

Chairman McKetiar. Do we take coffee over there, too, to show 
them how we make coffee? . 

Senator ExLenpeEr. I thought this program was that we were going 
to furnish technical advice. Here we are sending over millions of 
dollars of materials. 
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Chairman McKetiar. How many millions of dollars of materials 
have you sent over? 

Senator McCietian. I was making some calculations here myself 
along that line. I cannot understand where $276 millions is going to 
and what for. 

Mr. Anprews. In the first place, I beg to report an error. This 
ee ,000 was the cost of technicians in 1952 in the Near East and 
Africa. 

Senator Corpon. What page are you reading from? 

Mr. AnprRews. Page 651 of the House appropriations hearings. I 
am sorry I made that mistake. 


PERSONNEL EXPENDITURE 


Senator McCuieLuian. You have 1,280 people, and you said the 
average salary was $5,600. That only totals $2,848,000 annual 
salaries. You pay to get them carried over there. I guess you pay 
for the housing over there. 

It seems to me $6 million a year is about all you spend on personnel ; 
is that correct? 

Mr. AnpreEws. That is not right. Last year we spent $6 million 
for the Near East and Africa. The figure for south Asia is $4,899,300. 

Senator McCievian. You spent $6 million for the Arab states. 
How many employees do you have over there, or did you have over 
there last year? 

Mr. ANDREws. 480. 

Senator McCLe.uan. What was the figure per employee? 

Mr. AnprEws. You divide 480 into $6 million. 

Senator McCieiuan. Have you any idea what it is? That looks 
like a lot of money per employee. 

Mr. AnprEws. About $13,000 each. 

Senator McCLe.uan. Their salary is only $6,000. 

Mr. Anprews. That includes taking their family over there, keeping 
the men in the field in his travels about the country, the allowances 
for the family, the cost-of-living allowance, and all of those things. 

Chairman McK x.uiar. You support the families while they are over 
there? 

Mr. Anprews. No, sir; we do not. The man supports the family 
himself, but there are allowances. 


QUESTION OF VALUE OF PROGRAM 


Chairman McKetuar. That is the same thing. You are allowing 
money for the purchase of food and clothing. I do not understand 
this. You have got more employees in Lebanon than we have m 
Tennessee. I know you have more than they have in Mississippi—and 
I had an idea when I was elected as a Senator I was elected to represent 
Americans. I did not know that we were taking on the world’s 
problems. 

Is that your purpose? 

Mr. ANprREws. Sir, it is not my purpose. I am merely an apple 
knocker who is trying to administer this program which the Congress 
gave us last year, and which I, at least for a short time, will try to 
administer another year. We are doing the very best we can to keep 
this a low-cost program to the people. 
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We believe the only way we can win friends, and as far as I am 
concerned 

Chairman McKeuiar. Do we win any friends by buying their 
friendship? 

Mr. Anprews. We are not buying friendship when we work with 
them. 

Chairman McKeuiar. That is what you are doing when you spend 
American money to do it. 

Mr. Anprews. If our friends are that cheap, then we had better 
not bother with them. 

Chairman McKe .uar. I think we had better not bother with them, 
I think it is our duty. I do not think it is a constitutional right, 
however. 

Did you ever read our Constitution? 

Mr. AnprEws. I certainly have. 

Chairman McKe.iar. You have seen where we were to send ex- 
perts to Egypt and Iraq and Lebanon and Saudi Arabia, Yemen, 
for the purpose of telling them how to farm? 

Mr. AnprEws. Only to the extent that the will of this Government 
wants to send them there. 

Chairman McKe tuar. No, it is the Constitution. We are under 
the Constitution. 

Mr. AnpreEws. In my editorial office, I keep a copy of the Con- 
stitution before me all the time. 

Chairman McKetuar. I hope you do. I hope you stand by it. 
You are not standing by it in this thing, and we are not standing by 
it in authorizing any such situation. I am utterly opposed to sending 
experts to other countries. 

o they send experts to us? Do you know of any experts they 
send to us? 

Mr. Anprews. In the past 

Chairman McKetiar. Wait a minute, please. Answer my ques- 
tion. You can answer yes or no. Do you know of any experts they 
send to us? 

Mr. Anprews. Not this year, sir. 

Chairman McKe tar. Or any year. 

Mr. ANprREws. Yes, sir; in the past. 

Chairman McKetuar. When? 

Mr. AnprREws. When this country was rather small and rather 
new. 

Chairman McKetuar. You do not remember that? You are not 
150 years old. 

EXPENDITURES ON POINT 4 PROGRAM 


Senator ELtenpER. To go back to this question, I would like to 
have Mr. Andrews or someone give us a breakdown of how this $276 
million is spent in the point 4 program. 

Chairman McKettar. I do not expect to vote for another dollar 
until you do give us an explanation. 

Senator ELLENpDER. I am sure when most of us voted for this point 
4 program we thought we were sending technicians out there to 
teach them how. Here we are being called upon to appropriate $276 
million to furnish materials with which our experts work. 

Senator Ferauson. We were talking about a few million dollars 
at that time. 
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Senator Ettenper. It is $276 million. I would like a breakdown. 

Mr. ANpDrReEws. I can give you a complete breakdown. I think it 
is in the other record. 

I want to say that $70 million of this $276 million was voted by the 
Congress as a balance of payment, or whatever you want to call it, 
aid to Israel. It is no more technical assistance than any other 
contribution of that kind. Also $17 million was authorized for 
multilateral technical cooperation getting us down to the $189 million 
we call point 4. 

Senator Corpon. If you will refer to these pages and tables begin- 
ning with page 650 in the House hearings, you will find there that your 
supplies and equipment costs for Arab states and Africa, which in- 
cludes Ethiopia, Liberia, Lybia, Iran, and Israel all in addition, the 
supplies and equipment for the fiscal year 1952 were $32,711,000, if 
I read this correctly. 

You expected to spend for fiscal year 1953 only $19,338,000. Are 
those figures correct? 

Mr. ANDREws. Yes, sir. 


BREAKDOWN OF ASSISTANCE 


Senator Corpon. Will you please furnish the committee a general 
breakdown with respect to the identity of the supplies and equipment? 

If there are supplies, how much was in livestock? How much in 
machinery, if it be machinery, and so forth? Give us some kind of a 
breakdown, that will indicate what it was you furnished to the 
several countries, and particularly why you furnished it. 

Obviously, you could not furnish to any of these countries enough 
farming equipment to take care of their farming necessities. 

You could furnish a minor amount for the purposes of construc- 
tion. If that is what you did, how much was it, and what was its 
nature? 

If the committee can get a picture of what you are doing, or you seek 
to do, and how you are breaking down the American dollar to get it 
done, it will be most helpful. I suspect you will get much more 
favorable consideration from the committee. 

Mr. Anprews. I can give that the first thing in the morning, or I 
can give you an illustrated program here. 

(The statement referred to follows:) 


Summary of supplies and equipment, fiscal year 1953 


[Thousands of dollars] 
Commodity 
Vertitiser: ....).....- i EO ae aN a ee $6, 912 
Industrial chemicals, other than alcohol. .........------------------ 962 
Peat RUD ek ok SAS CEN AY gk - nee Sra hgerrhe oor tecs 2a 23, 030 
Iron and steel manufactures, including hand tools__.......-.-------. 1, 842 
CI OR NNN Be) ie. sl ant. Sa adO~- 6 oe ~at4s Loumeat ao hoe 
See NOG is ols Rik oles cu. cee Si IN ea 924 
A in ee a le kek tre need edie wm 3, 413 
Construction, mining, and conveying equipment ___--_--------- Seve yee 17, 693 
Wee MI CL Leis Ie ere SOR Oi soso UL Oc sel 1, 508 
Agricultural equipment, excluding tractors..._._.....-.-------------- 8, 990 
Pepe UNIS TR OSS is SS n ak cake we cicd coon ncand 8, 017 
Motor vehicles, engines and parts.__...........------------- heuer 5, 924 
pO RRS aR GE SRG IEE SIGE EAR Se ES Sap pene me a SE 2,216 


Railroad equipment and parts__---_- _- Gee TAG ALLL Oa La Se 246 
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Summary of supplies and equipment, fiscal year 1958—Continued 
{Thousands of dollars] 
Commodity 
Vessels and marine equipment 
Scientific and professional instruments, apparatus and ‘supplies, 7 n. 
Livestock ‘ 
Bread grains 
Seeds and seedlings __ 
Ce eS ct a 
Wool ; : 
Petroleum and products 
Aluminum 
Copper- 
Rubber and rubber produce ts_ 
Insecticides and fungicides 
Pharmaceuticals, drugs and vaccines. -_ __- 
Medical and hospital equipment and suppl. 
Textiles : aes ‘ 
Educational supplies . 
Timber___ ‘ 
Sanitary ware 
Fodder_.- -- 
ee 
Cameras, exposure “meters, film 
Blackboard paint_._ __- 
Paper and printing supplies___ 
Visual aids, including projectors 
Library materials, including books 
Teaching materials 
Sewing machines- -_-__-. : 


Total 110, 956 


Chairman McKetxiar. That is not worth a snap of your finger, 
an illustrated program. We cannot explain an illustrated program 


to the Senate. We have got to have facts. 

Mr. Anprews. I can show you what we spent in 1952. 

Chairman McKe iar. What was your business before you became 
head of this organization? 

Mr. AnpreEws. Sir, I have been a farmer, an editor, principally, an 
err, editor. I have been a Government bureaucrat only very 
lately 

Senator Corpon. Here are some of the things that bother me a bit 
when I try to get some general picture of what is happening: 


TOTAL TECHNICIANS AND TRAINEES 


On page 653 of the hearings is set out the number of United States 
technicians which in the year 1952 were in several foreign countries 
there named—Afghanistan, Ceylon, India, Nepal, Pakistan, Burma, 
and Indonesia. The total number of United States technicians for 
last year in those countries was 386. The total number of trainees 
trained by those people was 542, or less than 1% persons trained per 
trainer. 

It seems to me we ought to be able to train a few more than that 
per instructor. 

Mr. Anprews. Sir, the 702 trainees are people of the host country 
that come to this country and are given instruction within this country. 

Chairman McKe tuar. Did we pay for bringing them here? 

Mr. ANpDREws. Yes, sir. 

Chairman McKetuar. Will you show me the act which provides 
that we are to pay trainees to come to this country from foreign 
countries? If I was foolish enough to vote for that, I am sorry. 
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Mr. Anprews. I am afraid you did. 

Senator Ferauson. You are talking about fiscal 1953 and that is 
the anticipated number, 702. 

Mr. AnpREws. 542 were actually trained last year. 

Senator McCLe.uan. They came over here? 

Mr. ANpDREws. Yes, sir. 

Senator Frreuson. This year 879 is the figure when you only had 
386. Where did you get these? 

Mr. AnpreEws. They are being recruited right along. 

Senator Frrauson. How do you get qualified people to go into 
India? 

Mr. AnpreEws. In your recruiting of an agricultural man to go to 
India, we do not recruit them direct. The Department of Agriculture 
recruits those people for us. 


TECHNICIAN CITED 


Senator Frercuson. Give us an example of somebody that you have 
sent that you know. 

Mr. Anprews. I can take Horace Holmes of Tennessee. 

Chairman McKe.uar. What part of Tennessee? 

Mr. AnprREws. He was a former district agent in the Extension 
Service of Tennessee. 

Chairman McKetiar. Do you remember anything about him? 
I want to call him up. 

Mr. ANprREws. He is one of the most noted agriculturalists in the 
world right now. 

Senator Frrauson. Since he got to India? 

Mr. Anprews. Sir, he has been in India for years. 

Chairman McKruiar. Do you know where he came from? 

Mr. Anprews. Not the exact town. 

Chairman McKetiar. Was it Jackson? 

Mr. Anprews. I would not know the exact town. I think Horace 
Holmes is a man the Senator from Tennessee would be very proud of 
if he knew what he has done in India. 

Chairman McKe.iar. I am not proud of what is being done by 
this department, bringing these people over here, paying their expenses 
and paying their salaries. 

Mr. Anprews. That is customary, sir. 

Chairman McKe.tuar. How much salary do you pay them? Sup- 
pose I am a farmer in Liberia or Egypt and*you had me selected by 
some method to come over here. What is my salary? 

Mr. Anprews. His salary is not paid by us at all. 

Chairman McKxguuar. I thought you said it was. 

Mr. Anprews. We pay that gentleman’s transportation cost over 
here. While he is in this country, he has per diem expenses paid. 

Chairman McKertiar. How much? 

Mr. Anprews. It runs around $9 a day. 

Senator Ferauson. Where do you send them to have them trained? 

Mr. Anprews. It depends entirely on their particular interest and 
subject. If he is a livestock man, he goes usually to some of the 
better livestock areas that come as near as being similar to the same 
area from which he comes. 

Senator Ferauson. Where would you find a similar place here? 
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Mr. AnprEws. You would go out into north Texas in the Lubbock 
area. You take him there, he goes to one of the colleges, maybe 
Texas A. and M., and goes through training there. Then he is 
taken out and shown American methods and livestock, disease 
eradication, and so on. 

Chairman McKrnitar. And the United States pays his expenses? 

Mr. AnprREws. Yes, sir. 

— Frrevuson. When you went to law school that was not in 
elfect. 

Chairman McKettar. I went to college, graduated, and I did it 
by the work of my hands, hoeing and plowing cotton and corn. I do 
not believe you have any of that sort of men. I think we ought not 
spend that much money. I do not think we have thé right after we 
hold up our hands to take an oath that we will defend the country 
against all enemies, foreign and domestic. F 

Senator McCuietian. We had better repeal this law, then. 

Chairman McKeuiar. We ought to repeal the law. It is a fraud. 
It never was intended for that. 

Senator Corpon. How many trainees did you bring over to this 
country in the year 1952? Remember, I read of 879 which had to do 
with the countries I read. Was that the total number? 

If not, can you refer me to a statement of the total number of 
trainees and the total cost of that portion of the program, including 
transportation, per diem, and other costs, including that of our own 
personnel who may have been assigned to shepherd them while they 
were here? 

Mr. AnprEws. I might say the latter point is done on a contract 
basis. In other words, if a group of these trainees goes to Louisiana 


State University, we pay a man in Louisiana State University for 
looking after them while they are there. We do not shepherd them 
out of our office. 


TOTAL TRAINEES AND EXPENSES 


Chairman McKe .uar. I want to add to the Senator’s request for 
information and ask how many trainees we have brought to America 
and what each has been paid during the last year. 

Mr. Anprews. That will be prepared for the record for the Senator. 

(The information referred to follows:) 

The estimated number of trainees for all areas in fiscal year 1952 is 1,954 at a 
total cost of $9,057,000. 


NATURE OF SUPPLIES 


Senator Corpon. You will have the information with reference to 
the nature of the supplies? 

Mr. ANprReEws. Yes, sir. 

Senator Corpon. There is some information in the tables in the 
House hearings, and there is no need of reiteration there if. your 
memorandum will call attention to the page of the House hearings 
where the information is supplied. That will be adequate. 

Mr. ANpREws. What you want is the actual railroad fares? 

Chairman McKetiar. Everything concerning what-it cost the 
Government. 

Senator Corpon. Would it not be adequate for our purposes if 
we get the number of trainees, the total transportation, the total per 
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diem for all of them, and the total cost for attendants or persons who 
would direct them? 

Senator ELLenpER. I notice on pages 654 and 655 of the House 
hearings, supplies and equipment, as well as trainees for the countries 
in South America. Take Bolivia, Brazil, Chile, and so on. For 
fiscal 1952, $19,861,000 was left unspent. For fiscal 1953 they want 
to spend $20,329,000 plus. 

Forsupplies $8,372,000 was spent for 1952, and for 1953, $5,671,000. 

I notice that the number of trainees that are coming from those 
countries in 1953 will be 605. Is that correct? 

Mr. Anprews. That is correct. 

Senator ELLENDER. Do we pay all expenses of those trainees except 
their salary? 

Mr. ANDREws. Yes, sir. 

Senator ELLENpDER. You are sending over from this country 1,009 
technicians; is that correct? 

Mr. AnprEws. That is the schedule. 


TRAINEES TO SOUTH AND CENTRAL AMERICA 


Senator ELLENDER. Why is it necessary to have trainees come here 
then send them over to a country like the countries in South and 
Central America? Why do we try to cover the whole world? 

Mr. Anprews. In the first place, the 1,009 people are technical 
peopie froin the United States who will join with other peop‘e in the 
government to carry on a program ranging anywhere from | to 2 or 
3 years, as long as the Congress wants to continue this sort of thing. 

The trainees are simply native or local people who have a smatter- 
ing of training, who are brought here for special seminars and special 
courses, principally in American methods, in American approaches 
to a lot of problems, for periods ranging from about 1 month to 6 
months. 

They are taken back to their own country and become a part of 
those teams there. 

Senator Fereuson. Do you have contract to have them do spe- 
cific work when they go back? 

Mr. Anprews. No, sir. That is usually worked out in connection 
with the Government. 

Senator Ferauson. Do you contract in any way? A farmer comes 
up here into Michigan and goes out into the beet fields and learns to 
raise beets. What does he do? Does he go back to one of those 
countries and start his own farm, or does he become a trainer? 

Mr. Anprews. He works with the government and becomes a 
trainer. 

Senator Ferauson. He becomes an employee of our Government? 

Mr. Anprews. Not-our Government; their government, 

Senator Freravuson. Is:he obligated to do that? 

Mr, ANprREws. Through a system of joint mutual operation of 
these programs. 

Senator Fsreuson. You have a contract with him? 

Mr. Anprews. We. do not have a contract with him individually, 
but we have an agreement, a joint agreement, with the government. 

Senator Fercuson. That does not bind him. 

Mr. ANDrREws. It does not. 
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Mr. AnpreEws. You would go out into north Texas in the Lubbock 
area. You take him there, he goes to one of the colleges, maybe 
Texas A. and M., and goes through training there. Then he is 
taken out and shown American methods and livestock, disease 
eradication, and so on. 

Chairman McKrnuar. And the United States pays his expenses? 

Mr. ANDREws. Yes, sir. 

Poy Frereuson. When you went to law school that was not in 
effect. 

Chairman McKe tuar. I went to college, graduated, and I did it 
by the work of my hands, hoeing and plowing cotton and corn. I do 
not believe you have any of that sort of men. I think we ought not 
spend that much money. I do not think we have thé right after we 
hold up our hands to take an oath that we will defend the country 
against all enemies, foreign and domestic. 

Senator McCietian. We had better repeal this law, then. 

Chairman McKstuar. We ought to repeal the law. It is a fraud. 
It never was intended for that. 

Senator Corpon. How many trainees did you bring over to this 
country in the year 1952? Remember, I read of 879 which had to do 
with the countries I read. Was that the total number? 

If not, can you refer me to a statement of the total number of 
trainees and the total cost of that portion of the program, including 
transportation, per diem, and other costs, including that of our own 
personnel who may have been assigned to shepherd them while they 
were here? 

Mr. AnprEws. I might say the latter point is done on a contract 
basis. In other words, if a group of these trainees goes to Louisiana 


State University, we pay a man in Louisiana State University for 
looking after them while they are there. We do not shepherd them 
out of our office. 


TOTAL TRAINEES AND EXPENSES 


Chairman McKe.uar. I want to add to the Senator’s request for 
information and ask how many trainees we have brought to America 
and what each has been paid during the last year. 

Mr. AnpreEws. That will be prepared for the record for the Senator. 

(The information referred to follows:) 


The estimated number of trainees for all areas in fiscal year 1952 is 1,954 at a 
total cost of $9,057,000. 


NATURE OF SUPPLIES 


Senator Corpon. You will have the information with reference to 
the nature of the supplies? 

Mr. ANvREWws. Yes, sir. 

Senator Corpon. There is some information in the tables in the 
House hearings, and there is no need of reiteration there if your 
memorandum will call attention to the page of the House hearings 
where the information is supplied. That will be adequate. 

Mr. ANpREws. What you want is the actual railroad fares? 

Chairman McKetiar. Everything concerning what it cost the 
Government. 

Senator Corpon. Would it not be adequate for our purposes if 
we get the number of trainees, the total transportation, the total per 





SUPPLEMENTAL APPROPRIATION BILL, 1953 171 


diem for all of them, and the total cost for attendants or persons who 
would direct them? 

Senator E.tenpER. I notice on pages 654 and 655 of the House 
hearings, supplies and equipment, as well as trainees for the countries 
in South America. Take Bolivia, Brazil, Chile, and so on. For 
fiscal 1952, $19,861,000 was left unspent. For fiscal 1953 they want 
to spend $20,329,000 plus. 

Forsupplies $8,372,000 was spent for 1952, and for 1953, $5,671,000. 

I notice that the number of trainees that are coming from those 
countries in 1953 will be 605. Is that correct? 

Mr. Anprews. That is correct. 

Senator ELLENDER. Do we pay all expenses of those trainees except 
their salary? 

Mr. AnpDREws. Yes, sir. 

Senator ELLENDER. You are sending over from this country 1,009 
technicians; is that correct? 

Mr. AnprEws. That is the schedule. 


TRAINEES TO SOUTH AND CENTRAL AMERICA 


Senator ELLENDER. Why is it necessary to have trainees come here 
then send them over to a country like the countries in South and 
Central America? Why do we try to cover the whole world? 

Mr. Anprews. In the first place, the 1,009 people are technical 
people from the United States who will joi with other peop‘e in the 
government to carry on a program ranging anywhere from | to 2 or 
3 years, as long as the Congress wants to continue this sort of thing. 

The trainees are simply native or local people who have a smatter- 
ing of training, who are brought here for special seminars and special 
courses, principally in American methods, in American approaches 
to a lot of problems, for periods ranging from about 1 month to 6 
months. 

They are taken back to their own country and become a part of 
those teams there. 

Senator Frrauson. Do you have contract to have them do spe- 
cific work when they go back? 

Mr. Anprews. No, sir. That is usually worked out in connection 
with the Government. 

Senator Ferguson. Do you contract in any way? A farmer comes 
up here into Michigan and goes out into the beet fields and learns to 
raise beets. What does he do? Does he go back to one of those 
countries and start his own farm, or does he become a trainer? 

Mr. ANprREws. He works with the government and becomes a 
trainer. 

Senator Ferauson. He becomes an employee of our Government? 

Mr. ANprews. Not-our Government; their government. 

Senator Frrauson. Is:he obligated to do that? 

Mr, Anprews. Through a system of joint mutual operation of 
these programs. 

Senator Frreuson. You have a contract with him? 

Mr. AnpRrews. We. do not have a contract with him individually, 
but we have an agreement, a joint agreement, with the government. 

Senator Fercuson. That does not bind him. 

Mr. Anprews. It does not. 
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CONTRACT COMMITTMENT 


Chairman McKetuiar. We are talking about illustrative legislation. 
I wish that you would bring one of those contracts in that you have 
with these foreign countries showing what Java, for instance, promises 
about the people that it sends here, and what we promise. 

Mr. Anprews. We can do that. 

I think I should have another country, because Java was the 
responsibility of the MSA program, 

Chairman McKetuiar. Take India. 

(The stxtement on India, referred to, is not available as the agree- 
ment is still in the process of negotiation. The Pakistan agreement 
has been substituted therefor :) 


OPERATIONAL AGREEMENT No. 4 UNDER TECHNICAL COOPERATION PROGRAM BETWEEN 
THE GOVERNMENT OF PAKISTAN AND THE GOVERNMENT OF THE UNITED STATES 
OF AMERICA 


TRAINING ACTIVITIES 


This operational agreement is entered into between Said Hasan, as designated 
representative of the government of Pakistan (hereinafter referred to as the 
“representative’), and Randall T. Klemme, acting director of technical coopera- 
tion, as designated representative of the Government of the United States of 
America (hereinafter referred to as the “director”), pursuant to the technical 
cooperation program agreement between the two governments dated February 2, 
1952. The provisions of that program agreement shall be applicable to this 
agreement and to the conduct of the training activities provided for herein, 


1. Description of activities 


(a) This operational agreement is to provide for the carrying out of training 
activities related to the economic development of Pakistan. Such activities shall 
consist of sending specialists, technicians, and others to the United States of 
America or elsewhere to receive training in fields related to economic develop- 
ment. The purpose of such activities is to stimulate and increase the inter- 
change between the two countries of knowledge, skills, and techniques in the 
field of economic development. 

It is contemplated that some technicians or specialists, at junior or middle 
levels of governmental service or professional advancement, will be sent for 
training under definite supervision for periods of not to exceed 12 months, 
while other technicians or specialists or others, carrying major administrative 
responsibility or having senior professional standing who cannot be spared 
from their work for longer periods, may be sent for periods of not to exceed 
6 months to consult with professicnal colleagues, see demonstrations of the 
type of work it is hoped to do in Pakistan, to see the point-4 program in action 
in other countries, and for related purposes. 

(0) In selecting candidates to be sent for training, it is intended, insofar as 
practicable, to select persons who— 


(i) have obtained as much training in their selected field as they reason- 
ably can obtain in Pakistan; 

(ii) have made sufficient official or professional progress to indicate 
that they may be given substantial responsibilities in their future careers; 

(iii) are psychologically mature and well-adjusted individuals; 

(iv) have a command of English (or the language of the country where 
the training is to be received), good enough to be able to benefit from the 
training ; 

(v) are in a position to use the training for the general benefit of Pak- 
istan, and to pass on their skills to others; 

(vi) are in work related to existing or proposed activities under the 

technical cooperation programs being carried out by the two Governments. 
This will not exclude the selection of candidates for training in other fields 
related to the economic development of Pakistan. 


(c) In determining the type of training in which the technicians or specialists 
shall participate, it is contemplated to choose insofar as possible training 
activities— 
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(i) that will provide a different type of professional training and/or 
experience than can be obtained in Pakistan; such training to be primarily 
of a practical rather than academic nature and in no event to be solely or 
primarily for purposes of obtaining an advanced degree ; 

(ii) that are sufficiently pertinent to the local problems to be faced in 
Pakistan ; 

(iii) that will have a broad impact on the conditions which the program 
of economic development is designed to meet. 


(d) The expenses and other allowances to be paid to particular trainees 
may include one or more of the following items: 


(i) Transportation expenses. 

(ii) Maintenance. 

(iii) Tuition and related fees. 

(iv) Books, equipment and incidental expenses. 
(v) Health and accident insurance. 

(vi) Other necessary items. 


The amounts of expenses and rates of allowances to be paid to such trainees 
shall conform to the amounts and rates established by the Technical Coopera- 
tion Administration for trainees generally. 


2. How activities are to be conducted 


(a) The selection of specialists, technicians, and others to be sent for train- 
ing and the training activities in which they shall participate shall be deter- 
mined jointly by the representative and the director. 

The director will be responsible for approving for the Government of the 
United States the training to be received in the United States. The represent- 
ative will be responsible for obtaining the approval of the Government of any 
other country in which training is to be received. 

(b) Any right, privilege, power, or duty conferred by this agreement upon 
either the director or the representative may be delegated by either of them. 
Such delegation shall not limit the right of the director and the representative 
to refer any matter directly to each other for discussion and decision. 

(c) The Government of Pakistan and the echnical Cooperation Administra- 
tion will exchange certified accounts relating to the operation of this project 
at intervals to be agreed upon. 

3. Financing of training activities 

(a) The joint cost of the training activities to be carried under this agreement 
is $700,000 and Rs10,000,000, of which the United States of America shall make 
available $700,000 and the Government of Pakistan shall make available RKs10,- 
000,000. It is hereby agreed between the representative and the director that 
the amount necessary for payments te be made in United States dollars under 
this agreement is $700,000, and it is agreed that such sum shall be withheld in 
the United States of America from the deposits to be made by the Government 
of the United States of America to the credit of the dollar fund established pur- 
suant to the provisions of the program agreement dated February 2, 1952, and 
shall be used by the Technical Cooperation Administration for making such 
payments. Such sum so withheld shall be regarded as having been deposited 
in the dollar fund. 

(b) The parties hereto may later agree in writing upon the amount of funds 
that each will contribute and make available for purposes of this project in 
subsequent years. 

In witness whereof the undersigned, being duly authorized thereto by their 
respective Governments, have signed the present agreement. 

Done at Karachi in duplicate, this 17th day of May 1952. 

For the Government of Pakistan: 

SAtp HASAN, 
Designated Representative of the Government of Pakistan. 
For the Government of the United States of America : 


RANDALL T. KLEMME, 
Acting Director of Technical Cooperation. 
Senator Ex.tenper. I notice for Cuba we sent 105 technicians last 
year. We propose to send 178 this year. 
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Chairman McKetzar. To teach them how to make sugar cane. 
Senator Extenprer. Why send them to Cuba? 
Chairman McKeE.xar. They can teach us a lot. 


TECHNICIANS TO CUBA 


Mr. Anprews. We sent 12 people to Cuba last ye The amount of 
money was fairly large. Those people are w okie on a fiber which 
is a substitute for jute and will probably relieve the jute situation in 
this hemisphere in the event of trouble in the Pacific. They have de- 
veloped down there a new fiber which is used for cotton bagging or 
sugar bagging. 
Senator Fercuson. W hy do we not send a few men to get the tech- 
nique of it? Why bring them up here? 

Mr. Anprews. We sent 12 people down there. 

Senator Frreuson. Who? 

Mr. Anprews. We did. 

Senator Fercuson. Did you take them out of Government ¢ 

Mr. Anprews. I took them out of the Bureau of Plant Industry 
right here in the Department of Agriculture. 

Senator Fereuson. How many? 

Mr. Anprews. Ten or twelve. 

Senator Fercuson. Why did you send so many down? 

Chairman McKeuuar. Are you trying to organize a plant that will 
take the place of cotton? Icome from a cotton State. I donot want 
that. done. 

Mr. Anprews. No, sir. 

Chairman McKetiar. You ought to give Cuba an advantage in 
sugar raising and do away with sugarcane. 

Mr. Anprews. Cuba can teach us several things about sugar. 

Chairman McKetxar. Of course it can. ‘The idea of your sending 
men down there and having men come up is absolutely ridiculous and 
silly. Icannot understand ‘how a man of your sense would ever engage 
in such a thing. 

Senator McCretian. You did not send any sugar men down, did 
you? 

Mr. Anprews. No, sir. We go to Cuba to get information concern- 
ing sugar. This thing is a mutual program. 


PARTICIPATION BY OTHER NATIONS 


Chairman McKetxar. It is one sided. Does any other nation fur- 
nish any money ? 

Mr. Anprews. Yes, sir. 

Chairman McKetiar. What nations? 

Mr. Anprews. Great Britain, Canada, and New Zealand through 
the Colombo plan, and also France. 

Senator Fercuson. But that plan only applies to their own colonies. 

Mr. Anprews. Not colonies. 

Senator Fereuson. What do you call them? 

Mr. Anprews. I think they are free and sovereign nations. 

Senator Frerauson. What are? ° 

Mr. Anprews. India. 
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COLOMBO PLAN 


Senator Frercuson. What is this Colombo plan? 

Mr. Anprews. It is a plan of aid to India, Pakistan, Ceylon, and 
many of the countries in the Pacific area. 

Chairman McKettiar. They do not pay us. We pay their expenses. 
It is one sided. We aremaking gifts to the rest of the world for some 
purpose. If you know the purpose, would you tell us what. the pur- 
pose is of sending these people there? What is the main purpose you 
have in mind? 

Mr. Anprews May I reiterate: I am merely an apple knocker from 
Arkansas trying to administer a program which the Congress has 
passed. 

Chairman McKeiiar. What isin your mind? Are we going to con- 
tinue this forever? 


POPULATION AND FOOD SUPPLY 


Mr. Anprews. If you want to get in this point, the signal fact in 
this world today is that the world population is outrunning the food 
supply. 

Chairman McKetxar. You are undertaking a foolish thing. 

Mr. Anprews. The greatest food deficit is in the areas of the un- 
developed places where there are the most people and where the birth 
rate is the highest now. 

The facts are you are either going to raise the standard of living of 
those people in the underdeveloped areas, or they are going to go up. 
You cannot let starvation deplete half of the population of provinces 
and call it famine. You cannot do that in the free world today any 
more than you could in the United States here. 

So this program is attacking the basic problem of this world, in- 
creased food supply in these areas. We are sending technicians and 
70 percent of the people and 70 percent of the money that is going 
into this is attacking that problem in these undeveloped areas. 

We may be doing it wrong. But that is exactly what we are trying 
to do. It is because we feel that food is the basic problem. 


COMMUNISTS ARE THE HUNGRY 


Just to give you one example, the other day in Pakistan the prime 
minister said, “God i is on our side against communism, but I will never 
lick communism in any country until the stomachs of my people are 
on my side.” 

Senator Frercuson. Who were the Communists in Japan? They are 
not the hungry. 

Mr. Anprews. I would not know, sir. 

Senator Fercuson. Who are the Communists today in Italy? They 
are not the hungry. Who are they in France? Not the hungry. In 
China, who are the g 

Mr. Anprews. The Communist Party in India in this last election 
made its greatest gain in the very areas where they are starving. 

Senator Fereuson. Who were the people that voted Communist ? 

Mr. Anprews. The people in the villages of India. 

Chairman McKetiar. Did your agents vote over there ? 

21643—52——12 
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Mr. Anprews. No, sir. They do well to vote at home. 

Senator Ferevuson. Who are the Communists in America? Not the 
hungry. 

Mr. Anprews. Mr. Martin. 

Mr. Martin. The leaders of the Communists are not the hungry, 
but the people that they get to vote and to strike and to riot are the 
hungry. 

Senator Ferauson. Who are the Communists in America? Who are 
the Communists in the unions ¢ 

Mr. Martin. They are not the hungry, and they will have no chance 
in America. It is where there are hungry people that these few mis- 
guided leaders have a chance of getting a following. It is only where 
there are hungry people they can have that chance. That is what we 
are trying to fight. 

Senator Fereuson. That is not the fact. 


EXPANSION OF COMMUNISM IN MALAYA 


Senator Knowranp. On that point, if you would permit me to read 
a report that I have received from what I believe to be a reliable 
source, which I think will throw a little light on the expansion of 
communism in Malaya, we were discussing this this morning. Since 
the Malayan emergency started in June 1948 total military casualties 
are 872, of w hich 355 are “nglish, 25 officers and 135 in the ranks 
killed; 30 officers and 170 in the ranks wounded; balance of military 

‘asualties being Malayan and Gurkas and the total cost to date, $450 
million of which England has put up about $30 million, equal to about 
40 million United States dollars. 


MARSHALL PLAN AID TO BRITAIN 


During this period England has received $2,700,000,000 Marshall 
plan dollars, plus about a billion dollars through United States pur- 
chases of rubber and tin in Malaya. 

The latter represents about 40 percent of England’s dollar income. 

During the same period there were over 2,000 special Malayan 
police casualties of a total force of about 80,000, and 3,200 civilian 

casualties. The special police, and this is the point I want to direct 

the committee’s attention to, had the situation very well in hand by 
the end of 1949 when England recognized the Chinese Communists. 
Within a month the incidents increased from 221 to 571 monthly, and 
the local rate of casualties doubled. 


INCREASE IN PRO-COMMUNISTS 


Pro-Communists among the 2,600,000 Malayan Chinese increased 
from about 15 percent to about 65 percent. 

If the Communist guerrillas had not practiced such horrible atroci- 
ties, the general opinion is that the Malayan Chinese would have ca- 
pitulated to the Communists primarily by reason of the fact that they 
were so completely confused when England gave official recognition 
to the Red Government of China, the members of which the Malayan 
Chinese were being asked to fight. 
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Subsequent blackmail and atrocities on the mainland of China by 
the Communists have decreased the Malayan pro-Communists to about 
the starting point of 15 percent. 

If England had come through with her promises to sell, not to give 
Malayan armored cars for special police and planters, the local cas- 
ualties would have been reduced by at least 50 percent. 

Since 1948 pathetically few have been delivered. The bandits only 
shoot from ambush, the special police going after them in open trucks 
and thereby are as helpless as sitting ducks. 

I think it throws light on the situation in that particular area of 
the world where the situation was well in hand, but it went completely 
out from under when the British themselves recognized the Chinese 
Communists on the one hand and were asking the Chinese and Ma- 
layans to fight the Communists on the other in Malaya. It was not 
hunger that did it. 


ONE-WORLD GOVERNMENT IDEA 


Chairman McKetuiar. All of which goes to show Mr. Jefferson and 
Mr. Monroe and the others of our forefathers were right when they 
said: “Avoid entangling alliances with foreign countries.” 

We are doing the worst thing that was ever done in the world in 
trying to set up a new world. You cannot have a one-world govern- 
ment. It is ridiculous and absurd. 

Are you in favor of that? 

Mr. Anprews. I am a technician. That is out of my line, sir. 

Chairman McKetuar. Well, will you not say whether or not you 
are a one-world government man ? 

Mr. Anprews. I do not even have an opinion on that subject. There 
are too many other things to worry about. 

Chairman McKetiar. When you took office did you not hold up 
your hand and swear that you would defend the United States Gov- 
ernment against all enemies, foreign and domestic ? 

Mr. Anprews. I have taken that oath many times, and I have done 
it physically twice in the war. 

Senator Know.anp. I would also like to have printed at this point 
in the record the casualties in Malaya, both the British, their police; 
the civilian, and the Malayan bandits, betause the question is often 
raised in Korea, and particularly in this recent discussion in Parlia- 
ment where we apparently had not consulted them sufficiently. 


BRITISH CASUALTIES IN KOREA 


One excuse is the British are so deeply involved in Malaya. I think 
the actual figures will show they have had an infinitesimal number of 
casualties compared with our 110,000 in Korea. 

Also, I ask to have printed in the record an article which appeared 
in one of the Singapore papers dealing with the Penang Rubber Trade 
Association statements objecting to certain United States policies and 
also from the Republic of Indonesia,,a similar article in which they 
are complaining about the United States only taking first-grade rub- 
ber and, therefore, raising some serious objections against American 
policies. 
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Though I do understand that Great Britain herself only takes first- 
grade rubber. 

I would be interested in having the proper authorities informing 
us as to what the British have done to help relieve this situation in 
both Malaya and Indonesia. 

Chairman McKetxar. Without objection, the information will be 
printed as requested, in the record. 

(The information referred to follows:) 


REPUBLIC OF INDONESIA Is Facep WITH DISASTER DUE TO UNITED STATES RUBBER 
PoLicy 


JAKARTA, March 19.—One of the country’s leading dailies, the Indonesia 
Raya, warned in a front-page story that the present United States General 
Services Administration policies were threatening Indonesia’s low-grade rubber 
producers with complete stoppage. 

It quoted Indonesian authorities as saying that the full effect of the GSA 
policies would hit Indonesia in the middle of 1952. 

It pointed out that over 50 percent of Indonesia’s foreign exchange was de- 
rived from rubber and that the present threat to the low-grade producers would 
bring a sharp economic crisis throughout the country. 

The paper said that rubber experts here predict that the price of rubber would 
continue to fall and that no relief was in sight until possibly 1960, when slight 
rises in price can be expected. 

The Indonesia Raya said the Government has no plans ready to meet the 
growing critical situation. 

It said that unofficial Indonesian quarters felt there were only three ways 
to solve the problem: 

(1) Indonesia should negotiate with America on the GSA policies. Indonesians 
want the Americans to lower purchases in all qualities of rubber so that the 
small holder is protected and not wiped out. The present American policy is to 
buy only high-grade rubber, thereby threatening the low-grade producers here 
who turn out 500,000 tons of lower grade rubber yearly. 

(2) Indonesia should seek new markets notably Red China and the Soviet 
bloc. A private economic mission departs next week for Moscow to sound out 
the Russians on this point at the Moscow Economic Conference. 

(3) Start an over-all long-term master plan to provide a new basis for In- 
donesian economy which is still primarily colonial and engaged in the export of 
agrarian products. However, this “way out” would require painstaking planning 
and many years to implement, especially since nobody here, either political 
parties or government, has reached even the paper planning stage. 


{From the Straits Times, March 14, 1952] 


UNITED STATes “Kitiing Rugsser TrRApDE”’—PENANG TRADERS URGE BRITAIN TO 
INTERVENE 


PENANG, Thursday.—The Penang Rubber Trade Association has sent through 
the Member for Economic Affairs, Mr. O. A. Spencer, a protest against the “series 
of measures introduced by the American Government to strangulate the natural 
rubber industry.” 

The association urges the British Government to make “early representations” 
to the United States Government stressing the need to place the industry on a 
sounder basis. 

“In view of America’s arbitrary action, we recommend that the British Gov- 
ernment should stress that destinational control was enforced in Malaya in a 
spirit of cooperation with America and at great sacrifice on the part of this 
country,” the association states. 

“We consider the attitude of the United States most unfriendly and unreason- 
able and calculated to disorganize and jeopardize Malaya’s economic structure.” 

The protest lists four American measures designed to strangulate the rubber 
industry : 


~_- 
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REJECTION: CLAUSE 


(1) Enforcement of the rejection clause in purchase contracts and limitation 
of purchases only to certain stock grades: 

(2) Refusal to buy more natural rubber for stockpiling purposes and freeing 
the rubber market. “only in name” ; 

(3) Reduction of the selling price of synthetic rubber and exportation of 
fair quantities in active competition with natural rubber; and 

(4) Introduction of a program to expand further the production of synthetic 
by another 100,000 tons a year together with restrictions on the usage of natural 
rubber to a minimum figure. 

“We feel the time has come for the British Government to take action to save 
the rubber industry in Malaya,” Mr. Heath Joo Seang, president of the associa- 
tion, told the Straits Times. 


“Attow Low Grapes” PLEA TO UNITED STATES GOVERNMENT 


The Singapore Rubber Trade Association yesterday cabled the Rubber Trade 
Association and Rubber Manufacturers’ Association, both of New York, urging 
the United States Government to allow free import and consumption by Amer- 
ican manufacturers of all low grades of rubber not required by the General 
Services Administration. 

The cable said that the United States Government control of rubber buying 
to obtain a stockpile had now been achieved. 

Producers and traders in the Far East were unable to understand the reason 
for continuing Government control, the cable said and added: 

“The refusal to purchase certain lower grades is causing serious repurcus- 
sions to rubber producers, especially small holders. To prevent further disrup- 
tion, we propose, for mutual interest that you strongly urge your Government 
to relax restrictions and especially allow free import and consumption by manu- 
facturers of all low grades of rubber not required by GSA.” 


Casualties during the emergency 


| 
1951 | 
(through Total 
| October) 


Bandits: ! 
Killed 








! Figures on “bandits wounded but escaped” are incomplete and therefore not included. During Jan- 
uary-October 1951 this figure was approximately 500. 
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Chairman McKertar. I am wondering how many rubber experts 
we have sent over there. 

Mr. Anprews. None, sir. We have borrowed some from them to 
use in programs in Latin-America in trying to develop rubber supplies. 

, eee McKetxar. You paid for them. You did not borrow 
them. 

Senator Ettenper. Am I to understand that we are to be furnished 
with the number of technicians to be sent from America to these 
various countries, the number of trainees, the cost, as well-as a detailed 
breakdown of how the expenditures for materials are to be spent? 
How much for fertilizer, how much for tools and implements, and 
everything else? 

I would like to get that. It is certainly not in line with what I 
thought I voted for. 

Chairman McKextar. We are spending more on this particular 
department than we spent for the United States Government up to 
the Civil War. I mean per year. 

Mr. ANprews. There are a lot many more of us now. 


FURTHER STATEMENT ON JENSEN AMENDMENT 


Mr. Foster. May I make a brief comment on another kind of 
technician that the Senator questioned? ‘Phat is the trainers of our 
users of military end items of equipment. This Jensen amendment 
would cut that down, that type of technician, in four countries—in 
Formosa, in Greece, and Turkey, and in Thailand. 

Senator Corpon. I do not understand you. 

Chairman McKetuar. I can see why we would be interested in 
Formosa, undertaking to train and educate them. 

Mr. Foster. This is only in the use of military equipment which 
we send to them to help protect the free world. 

Senator Corpon. That statement of Mr. Andrews with reference to 
technicians is not complete. Can you put. in just a thumbnail state- 
ment with respect to each country indicating what particular subject 
matters you emphasize in your training aspects there ? 

Mr. Anprews. Yes, sir. 

(The material referred to follows :) 


DESCRIPTIVE STATEMENT—NEAR EAST AND AFRICA 


1. The Arab States 


(a) Egypt.—The basic problem in Egypt is the poverty, ignorance, and disease 
in which a large majority of the rural population lives. This all-pervading pov- 
erty stems from the excessive pressure of the population upon the usable land 
resources. Some 20 million people depend upon approximately 614 million acres 
of irrigated land in the Nile delta, 15 million of these are rural and depend 
directly on the land. The emphasis of the point 4 program proposed for fiscal 
year 1953 will be on increasing the productivity of Egyptian agriculture in order 
to increase the food supplies of the peasant. This will be done by the following 
three programs, which together absorb more than two-thirds of the funds 
requested: (1) A large-scale poultry and water buffalo production and distribu- 
tion program and the development of a large extension program, (2) basic 
surveys for additional irrigation development, (3) a debilitating disease-control 
program to be carried out through existing Egyptian rural centers. 

(b) Iraqg—The major emphasis of the Iraq Technical Cooperation Adminis- 
tration program is in providing technicians to assist their development board 
in planning and carrying out large-scale economic development based on Iraq’s 
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oil revenues. The major emphasis of the program will be on agricultural 
development and basic surveys related to irrigation system development. 

(c) Jordan.—The program proposed for Jordan will continue the work initiated 
on the basis of the 1952 funds. The basic problem is the lack of irrigated land, 
coupled with inadequately used water resources of the Yarmuk and Jordan 
Rivers and of the intermittent streams (wadis) that enter the Jordan Valley 
from east and west. Approximately 60 percent of the resources of the Technical 
Cooperation Administration program will be used to assist Jordan in developing 
these water resources and improve agriculture through a large-scale extension 
of the livestock improvement program. 

(d) Lebanon.—The basic problem in Lebanon is also that of widespread rural 
poverty which stems from an inadequate land resource base. Much of this 
inadequacy is due to the fact that the streams are not used effectively for 
irrigation. For that reason nearly three-fourths of the TCA program proposed 
for fiscal year 1953 will be used to assist Lebanon in its agricultural develop- 
ment and in carrying out the basic surveys required for developing irrigation 
systems in the Litani River Valley. 

(e) Saudi Arabia.—-The problem in Saudi Arabia is one of developing effec- 
tive planning and fiscal procedures as a basis for sound economic development 
with the large oil revenues available. For that reason the point 4 program 
consists largely of technicians who will advise the Saudi Arabian Government 
on the development of basic services related to economic development, health 
and sanitation, water-resources development, and government administration, 
especially in connection with fiscal and budgetary procedures. 

(f) Syria.—The major emphasis of the program proposed for Syria will be 
related to the development of land resources to admit the large-scale resettle- 
ment of Palestine refugees. In addition, there will be provided assistance 
related to the agricultural development, especially in the reclaimed, resettled 
areas. 

(g) Yemen.—The program proposed for Yemen is small scale and empasizes 
agricultural development. 


2. Independent Africa 


(a) Ethiopia.—Ethiopia has one of the highest potentials for economic de- 
velopment of any underdeveloped country. Enormous numbers of livestock are 
now practically unutilized for lack of modern slaughter and packing plants and 
because of defective livestock and ranch-management practices. The major 
emphasis of the program proposed will be on the development of agriculture 
with special emphasis on the creation of training centers for agriculture and 
animal husbandry. 

(b) Libya.—This is a new country only now initiating the process of develop- 
ing a governmental structure. In this effort it faces the problem of extensive 
rural poverty resulting from an inadequate land resource base, coupled with 
the ineffective use of the available irrigation waters. The major emphasis of 
the Technical Cooperation Administration program will be on the improvement 
of agriculture and in the training of personnel for the new Government. 

(c) Liberia.—The program in Liberia has been going on for several years with 
extraordinary success in providing a sound basis to attract private capital in- 
vestment. Liberia now allocates 20 percent of its national budget for purposes 
of the Technical Cooperation Administration program. The major emphasis for 
the fiscal year 1953 will be on agricultural development, the exploration for new 
natural resources, especially minerals, and the continuation of the very suc- 
cessful health and sanitation program. 


8. Iran 


The Technical Cooperation Administration program for Iran is designed to deal 
with the basic economic problem of the country—the poverty in which the large 
majority of the rural peasants live. Approximately 70 percent of the program 
proposed will be used to continue the large-scale rural improvement program 
initiated in fiscal year 1952. This program will be operated through 10 regional 
centers in the various ostens, or departments, and will include agricultural de- 
velopment, education, and basic health services. In addition there is proposed 
an extensive program related to a large-scale land distribution program sponsored 
by the Shah. Together these two programs will absorb approximately 80 per- 
cent of the proposed program and the rest will be used for urban health and 
sanitation and industrial development. 
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4. Israel 


The Technical Cooperation Administration program proposed for Israel is 
designed to supplement the large-scale refugee resettlement program being car- 
ried out with other United States aid. 


DESCRIPTIVE STATEMENT—SovutH ASIA 
South Asia 


South Asia is the largest and most important area remaining on the vast 
Asian land mass which is not under Communist control. Of the five countries 
comprising the area, India, Ceylon, and Pakistan have only recently acquired 
their independence. The area is within the orbit of Communist Russian or 
Communist Chinese power ambitions. The location of the region and its impor- 
tant manpower and material resources make it of vital interest to the free world 
and the United States particularly. The region is strategically situated astride 
the Pacific and Indian Ocean lines of communication between the Near East and 
the Far East. It is in the United States interest to maintain political stability 
in the region and to create greater economic strength as a necessary condition 
for political stability. 

The level of living in these countries is desperately low, with the average 
income per person considerably less than $70 in all cases. The people are aware 
of the need for economic development if their wretched conditions are to improve 
and they are demanding this development from their Governments. Any short- 
comings in meeting these demands are even now being exploited by the Commu- 
nists. Failure to meet the development goals set by present Governments will be 
the most powerful tools that could be provided to communism in this area. That 
the Communists will make use of these tools was convincingly demonstrated 
in the last Indian elections, when the drought-stricken and hungry south of 
India gave them unexpected yoting support. In India, the cornerstone of this 
area, measurable results will have to be achieved in less than 5 years or the 
next elections may result in equal and decisive Communist gains throughout 
the country. 

The Governments of south Asia are fully aware of the need for economic 
dlevelopment and of the dangers to their countries if they should fail to provide 
it. All of them are using their available resources and are going heavily into 
debt in order to achieve the necessary rate of economic development. 

United States assistance plays a small but vital part in the development of 
south Asia. Our millions of dollars are being matched by hundreds of millions 
raised by the countries themselves; our hundreds of technicians by thousands of 
technicians that they themselves provide. United States aid, however, furnishes 
the technicians, the training, and the small amounts of equipment which cannot 
be obtained by the countries themselves and which are necessary if their great 
efforts are not to fail. 

In all of south Asia the program supported by the United States is designed 
to reach the minimum necessary goals in the field of food production. The pro- 
grams are centered around this primary purpose, basic to the political stability 
of the area. 

India.—-The program in India is desgined to help that country raise its 
food production sufficiently to increase the diet of the average Indian by a 
few ounces of food grain a day. The heart of the program is an integrated 
attack on the problems of Indian farmers, through 135 rural development areas. 
With each area averaging 200,000 people, the program in fiscal year 1953 will 
directly reach nearly 30 million, of whom about 10 million were also included 
in fiscal year 1952 program. 

Seventeen thousand Indians will work with about five hundred United States 
technicians to introduce new techniques and new tools to the India farmer. 
Most of these United States and Indian technicians will be engaged in what 
we would call agricultural extension. 

In addition the United will help furnish the tools to make the demonstration 
work of the extension service effective. Water, fertilizer, simple tools, and 
improved seeds are as integral a part of the program as know-how. 

Activities in the fields other than agriculture are designed directly to strengthen 
the village development program and through it to contribute to increased food 
supply. Assistance in controlilng malaria and other debilitating diseases is 
necessary if the Indian farmer is to have the energy for putting improved 
practices into effect. Some assistance will be rendered to village shops if they 
are to produce the agricultural implements required by the community-develop- 
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ment program. Other projects will strengthen the educational institutions that 
will have to provide the trained Indian manpower which will permit India to 
continue and expand its economic development efforts when United States aid 
decreases and ceases. 

United States assistance in each community-development project will be re- 
duced gradually until at the end of 4 years each project will be supported en- 
tirely from Indian resources. 

Pakistan—In Pakistan, as in India, the primary objective of the program 
is an increase in food production. Community-development projects initiated in 
fiscal year 1952 will be continued and expanded in fiscal year 1953. The develop- 
ment of Pakistan’s water resources to provide irrigation water and of its educa- 
tion facilities to provide trained manpower are important aspects of a program 
designed to increase food production. 

Afghanistan.—In Afghanistan, United States assistance will be designed pri- 
marily to aid the Afghan Government with problems arising from the settle- 
ment of the Helmand Valley. Vast areas of land are being brought under irriga- 
tion and cultivation from Afghanistan’s own efforts and a small amount of United 
States aid can be vital in solving the problems attendant on such a huge 
development effort. 

Nepai.—In Nepal, a small agricultural-extension and mineral-survey program 
will be continued. 

Ceylon.—In Ceylon it is expected that a program would concentrate on an 
increase in food production. 


Burma and Indonesia 


Like the major countries of South Asia, Burma and Indonesia are newly 
independent nations whose people are clamoring for the expected fruits of inde- 
pendence. In both countries the vast economic, political, and administrative 
problems of nationhood have borne heavily on societies which sorely lack trained 
and experienced technicians and administrators. In both countries, per capita 
income is among the lowest in the world, and real per capita output is substan- 
tially below prewar levels. In this context, the major objectives of United States 
assistance are to strengthen public services and lay a sound basis for economic 
development and growth. 

Burma.—To contribute to these objectives, the assistance program in Burma 
for fiscal year 1953 concentrates on strengthening public services and facilities 
in the fields of agriculture, public health, and education. Projects in these fields 
comprise nearly 60 percent of total dollar outlays. In addition, emphasis will 
be given to assistance designed to rehabilitate transportation facilities and to 
stimulate the growth of small-scale industry. 

Indonesia.—Similarly, in Indonesia, primary emphasis is given to projects in 
the fields of agriculture, public health, education, and public administration which 
together constitute about 80 percent of total outlays, and to modernization and 
rehabilitation of indigenous small industry. 

In both Burma and Indonesia funds are included to finance general efigineering 
advisory contracts between the host government and a private American firm. 


DESCRIPTIVE STATEMENT—AMERICAN REPUBLICS 


Bolivia.—The programs in agriculture, education, and health have been in 
operation for 10 years and account for 75 percent of funds programed. Tech- 
nical cooperation in rubber development, ore refinement, aviation, public ad- 
ministration, and training in the United States account for the balance. 

The Bolivian cash contribution to the three major programs is approximately 
$4 from Bolivia to $1 from the United States. 

Brazil.—Technical cooperation in Brazil has been in operation for 10 years. 
The program in health and sanitation has been the largest. To accelerate over- 
all economic development, Brazil requested the Joint Brazil-United States Com- 
mission which provides technicians and engineering services for all phases of 
Brazilian industry. 

Brazil’s share in fiscal year 1952 amounted to $11.4 million; the United States 
contributed $2.8 million. 

Chile-—Major emphasis of the Chilean point-4 program is on food production, 
health and sanitation, and vocational education. About 800 Chileans are work- 
ing with 15 United States technicians on the cooperative programs. A servicio 
for industrial development is beginning to function. 
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Chile’s contribution to all of the cooperative programs has been on a match- 
ing basis. 

Colombia.—Increased food production and better health or Colombia’s main 
objectives in point-4 participation. Other activities include assistance in forestry, 
rubber development, aviation, public roads, public administration, and train- 
ing in the United States. 

Colombia's contribution to all of the cooperative programs is approximately 
$3 from Colombia to $1 from the United States. 

Costa Rica.—Cooperative programs in agriculture and health represent the 
main point-4 effort in Costa Rica. Other activities include assistance in avia- 
tion, road building, public adminfstraticn, government services, and training in 
the United States. More than 500 Costa Ricans are working with 29 United States 
technicians on the cooperative programs. 

Contributions from Costa Rica and the United States to point-4 programs have 
been on a matching basis. 

Cuba.—Technical assistance has been limited to aid in the development of 
kenaf, a substitute for jute, necessary for sacking sugar, and training in the 
United States. 

Dominican Republic.—The point-4 program has concentrated on vocational edu- 
eation and agricultural development. Other activities include rubber develop- 
ment and training in the United States. 

Eeuador.—Cooperative programs in agriculture, health, and education have 
been in operation for several years. Health and sanitation technicians are 
furnishing the know-how to carry out the purpose of the $2 million Export- 
Import Bank loan for construction of water supply and sewage systems. Other 
assistance includes small-industry development, transportation, housing, public 
administration, and training in the United States. 

Ecuador’s contribution to all of the programs is approximately $2 from Ecuador 
to $1 from the United States. 

El Salvador.—Agriculture and health and sanitation programs have been the 
largest, although other activities include fisheries development, education, and 
training in the United States, 

El Salvador’s contribution to the programs is more than $2 from El Salvador to 
$1 from the United States. 

Guatemala.—The health program is furnishing technical supervision for the 
construction of a large hospital and the agricultural program manages two re- 
search and demonstration stations as well as a rubber-development project. 

Haiti—The major program in Haiti is one of land reclamation in the Artibonite 
Valley, which is being carried out by the Haitian Government, assisted: by point 
4 technicians and a loan from the Export-Import Bank. The agricultural pro- 
gram, in operation for 8 years, includes extension work, organization of 4-H 
Clubs, irrigation, seed distribution, and rubber production experimentation. 
Major emphasis in the health program is on control of yaws and malaria. 

The Haitian Government has more than matched United States contributions 
to the over-all program. 

Honduras—tThe agricultural program, of first importance, is devised to help 
control the banana disease, help diversify crops, help develop extension services 
and rubber production techniques. The health and sanitation program was 
initiated in 1942, and the education program in 1951. 

The Honduran Government contributes $5 for every $1 spent by the United 
States. 

Mezvico.—The expansion of industry is of major importance in Mexico, and pro- 
grams for the increase of power facilities, development of petroleum resources, 
and the improvement of agricultural preduction are the primary objectives of 
the technical cooperation program. Since the technical training of Mexican 
nationals in the United States is closely allied with the plan for economic de- 
velopment, special emphasis has been given to the trainee program. 

The Mexican Government has matched the United States contributions to 
the over-all technical cooperation programs. 

Nicaragua.—Cooperative activities in agricultural research and development 
have been carried on since 1943. Improvement of the elementary and vocational 
education systems began in 1950, and the health and sanitation program was re- 
activated in 1951 with special emphasis on the construction of water supply and 
sewerage systems. Point 4 technicians are cooperating with fhe Nicaraguan 
Government in making a survey of potential sources for the development 
of hydroelectric power. 





SUPPLEMENTAL APPROPRIATION BILL, 1953 185 


Nicaragua’s contribution to the technical assistance programs has been on 
a matching basis. 


Paraguay.—The three major programs in Paraguay are agricultural develop- 
ment, health, and sanitation, and education, which have been in operation for 
several years. Approximately 1,000 Paraguayans are working with 34 United 
States technicians on all of the programs. Other assistance includes mineral 


investigations, highway construction and public administration and Government 
services. 


Peru*-The three major cooperative programms in Peru are agriculture, health, 
and sanitation, begun in 1942; and education begun in 1944. Nearly 2,000 local 
employees are working with 52 United States technicians on these programs. 
Other technical assistance programs include the development of mineral re- 
sources, transportation, social services, vital statistics, and diversified training 
in the United States. 


The Peruvian Government more than matches United States contribution to all 
point 4 programs. 

Uruguay.—A cooperative agricultural program following the recommendations 
of the FAO mission of the U. N. and of the International Bank is in operation. 
The health and sanitation program has. been in operation since 1943. More 
than 200 local employees are working with 9 United States technicians on the 
cooperative programs. 


Uruguay’s contribution to the cooperative programs is approximately $2 from 
Uruguay to $1 from the United States. 

Venezucla.—The health and sanitation cooperative program, in operation since 
1948, is limited to the construction of water supply systems in small towns and 
technical assistance to the national school of nursing. Approximately 150 Vene- 
zuelan employees are working with three United States technicians on the 
cooperative program. 

The Government of Venezuela, including States and municipalities, contributes 
approximately $7 to every $1 from the United States. 

Regional.—Frequent .requests are made for highly specialized technicians for 
short-term assignments. The regional pool of technicians fills this need. The 
fields of activity are varied and include requests for advice on problems such 
as a survey of transportation systems. Regional training projects are being 
carried out in the United States. They include orientation for Latin-American 
trainees and a course for auto-Diesel. 

Senator E:rienper. How is all this material utilized? Let us say 
you send some to Cuba. 

Mr. Anprews. We have sent nothing to Cuba, practically. 

Senator Ex.enper. Let us take any South American country. 
Have you one in mind? 


MATERIAL TO PARAGUAY 


Mr. Anprews. We could mention Paraguay. 

Senator E.tenper. What did you send there? 

Mr. Anprews. We sent first some tractors to demonstrate the utili- 
zation of tractors in that particular country, which is particularly 
adapted to those. 

Senator ELLENpER. We paid for these tractors? 

Mr..Anprews. Yes, sir. 

Senator ELLenper. To whom were they given ? 

Mr. Anprews. They were turned over to a bureau composed of 
Paraguaian officials and our mission people down there. They are 
controlled by this bureau and sent out to the individual farms. 

Chairman McKetiar. How many tractors did you send to Para- 
guay ? 

Mr. Anprews. At this particular moment I cannot tell you. I 
can tell you by phoning my office. I imagine not more than 50. 

Chairman McKetxar. Just 50 tractors? 
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Mr. Anprews. In addition there was introduced into Paraguay 
some new seed, some livestock, and also some medical equipment and 
medical techniques in terms of the very simplest types of clinics for 
the back country. 

Senator Ex.enper. All expenses attached to that were borne by 
our Government ? 

Mr. Anprews. No, the host country also contributes to the “segvicio.” 

Senator ELLENpER. How about those who operated tractors ? 


MUTUAL PROGRAM 


Mr. Anprews. That again is a joint fund. We put up the dollar 
costs. The Paraguaian Government at the present time is putting 
in seven times as much in the joint fund that we put in in terms of 
dollars. That program in Paraguay has been running for quite a 
number of years. 

The year that program started, the total trade between Paraguay 
and the United States was $725,000. Last year the trade between 
Paraguay and the United States was $7.5 million. That trade was 
composed of purebred livestock, poultry, machinery repair, ferti- 
lizer, and insecticides from the United States. 

They sold to the United States carpet wool and a series of wood 
products which were developed in their country. 

What I am trying to say is this program mutually develops trade 
between the areas. 

Chairman McKettar. I imagine the Senator from Delaware would 
be interested in this sort of testimony. You are building up a poultry 
market against his. 

Mr. Anprews. I would not say a poultry market against his. 

Chairman McKetuar. That is what it amounts to. 

Mr. Anprews. 'The people of Paraguay had some things they did 
not use to have: eggs, for instance. 

Chairman McKe.uar. Is that the purpose of the American Gov- 
ernment, to give eggs to people in other countries? 

Mr. Anprews. No, sir. It is to assist them to build up a poultry 
industry of their own. 

Chairman McKetiar. How many tractors have you beught al! 
told in the last 2 years? 

Mr. Anprews. I would not have the least idea. 

Chairman McKetxiar. Will you get it, please ? 

Mr. Anprews. Yes, sir. 

(The information referred to follows :) 

No tractors were purchased directly by the United States Government for use 


in Paraguay. Not more than five (5) tractors were purchased from the joint 
funds of the Servicio for demonstration purposes and for use on Servicio projects. 


TRACTOR PURCHASE FOR EXPORT 


Chairman McKetxar. I want you to put in the record also how 
many tractors you nee in the last 2 years for foreign countries. 


(The information referred to follows :) 


TCA bought 21 tractors at a cost of $172,090 in fiscal year 1951, and 26 tractors 
at a cost of $70,157 in the fiscal year 1952. This is exclusive of any tractors 
that may have been purchased from “Servicio” funds in Latin America. 

Senator Etitenver. He said this same program was going on. For 
how many years? 

Mr. Anprews. Several years. 
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Senator McCarrran. How many years? 

Senator Extenper. That is under our proposition ? 

Mr. Anprews. It started under the old Smith-Mundt Act, I think 
in 1942. 

Senator McCarran. It has been going on ever since then? 

Mr. Anprews. Yes, sir. 

Senator E.ttenver. It strikes me those people ought to be educated 
in the use of tractors. Why furnish them each year? 

Mr. Anprews. They were not furnished to Paraguay last year. 

Chairman McKetiar. What was the last furnishing before the 
one that. you speak of? How often have you furnished them to those 
countriés ¢ 

Mr. Anprews. The tractors that were originally taken to Para- 
guay were about 1944 or 1945. There has only been one group as a 
matter of demonstration in the country. There have been many other 
tractors bought by Paraguay themselves and shipped down there. 

Chairman McKetuxar. It is a good thing for the tractor people, but 
it is bad on the public. 

Senator Corpon. May I digress for a moment and ask Mr. Foster 
a question ? 


DEFINITION OF TERM “DEFENSE SUPPORT” 


I would like a definition of that term “defense support.” 

Mr. Fosrer. Mr. Senator, defense support is a term used by MSA 
to cover those funds which will go into providing raw materials, equip- 
ment, and other similar items which will go into the defense produc- 
tion of those particular countries or the maintenance of their forces. 

Mr. Kenney is the head of that agency, and perhaps can define it 
better'than I. 

Senator Corvon. I would appreciate the record showing a succinct 
statement from someone as to just what is comprehended by the term. 
If it is limited to funds from this country, then how are they dis- 
posed of? What are the mechanics of their handling and expenditure, 
and what is purchased, or proposed to be purchased with them as the 
end product? 

Mr. Kenney. Senator, I put in the record this morning a statement 
as to-what the defense support term is and what is proposed to be 
done under it. 

In the House record we have all of the detailed statements of what 
we proposed to do country by country. 

Senator Corvon. Do you have a statement of the mechanics of ex- 
penditure ¢ 

Mr. Kenney. There is a statement of the mechanics in the House 
hearings. 

Senator Corvon. Is there as a result of such expenditures the realiza- 
tion by the participating foreign country of any so-called counterpart 
account ? 


_Mr. Kenney. For all of the defense-support funds that are pro- 
vided, the country itself is required to put up the equivalent in coun- 
terpart funds of its own currency. 
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COUNTERPART EQUIVALENT 


Senator Corvon. What of the budget request here of $6,492,740,750 
which will be expended without realization of an increase in counter- 
part accounts for the several countries ¢ 

Mr. Kenney. I can answer that better this way: A little less than 
$1,500,000,000—or I think the figure is roughly $1,484,000,000—repre- 
sents defense-support funds and counterparts equivalent will be put up 
for those dollars. 

Senator Corvon. Do I understand the difference between this six- 
billion-four-hundred-eighty-two-million-odd dollars and one billion 
four-hundred-eighty-four million dollars represents the furnishing of 
funds by us to foreign countries for which there is no counterpart real- 
izable by those countries ? 

Mr. Kenney. That is correct, because those figures largely represent 
expenditures for military end items and counterpart funds are not 
provided for military end items. 

Senator Corpon. Is that a case where the appropriation is made in 
the United States of United States dollars credited to the particular 
country in question, but expended in the United States for so-called 
end military equipment or products which are then delivered to the 
country in question in kind? 

Mr. Kenney. That is correct. 

Senator Corpon. In that event the beneficiary country does not it- 
self get any actual control of funds, but only becomes possessed of the 
end product purchased with the funds in this country ? 

Mr. Kenney. That is my understanding. 

Senator Corpon. Are you sure now? I am inclined to believe some 


of those purchases are not made in this country. What about that ? 


OFF-SHORE PROCUREMENT 


Mr. Kenney. There is off-shore procurement. As Mr. Foster testi- 
fied, it is estimated approximately $1 billion of the end-item equip- 
ments will be the result of off-shore procurement. That is for equip- 
ment that will be procured abroad and then in turn delivered to the 
NATO forces in kind. 

I thought your question, was directed to whether the equipment was 
delivered in kind. 

Senator Corvon. I called your attention to the matter because I do 
not want any error in the record that I can keep out of it. 

Mr. Kenney. Thank you, sir. 

Mr. Foster. We had figured on the exrlier requests that $1 billion 
would be utilized in off-shore procurement. 

Senator Corpon. There is available in the House record a break- 
down as to class of commodity to be procured off shore, or do you 
have something we can put in the record ? 

Mr. Fosrer. It would be aircraft, ships, ammunition, some elec- 
tronics, but there is no break-down of that. It would, however, be 
substituted for items which it had been originally planned to supply 
from United States sources. So it would be the same type of goods 
that are in the program which we had outlined. 
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FOREIGN PROCUREMENT 


Senator Corvon. Are you going to make such foreign procure- 
ment of any of those items of equipment that you can purchase in this 
country ¢ 

Mr. Foster. On some of them, sir, yes; but we will do it in a way 
to expedite the delivery of certain long-lead items here or certain 
items which can be more cheaply procured there, and more quickly 
gotten into the hands of troops in Europe. 

Senator Corpon. As far as the question of relative price is con- 
cerned, everything you procured could be procured more cheaply there 
than here? 

Mr: Foster. Not-necessarily, but many items could be. 

Senator Corvon. What could not? 

Mr. Foster. I am not sure. They produce some of the highly in- 
volved electronic equipment. 

Senator Corpon. You are to produce some of that now ? 

Mr. Fosrer. Artillery ammunition, General Olmsted tells me, can 
be more cheaply procured here at the present time. 

General Onmsrep. In any category where the technical or mate- 
rial,portion of the cost is charged and the labor portion of the cost 
is small, or where volume production is the essence of the price, there 
we can buy those items cheaper than here. 

Senator Corpon. You can furnish ammunition. What other things 
can you furnish? 

General Otmsrep. Transportation equipment. Up to now spare 
parts for either Army or aircraft items, I mean. 

Senator Corpon. Spare parts for the aircraft that were originally 
constructed in this country ¢ 

General O-tmsrep. That is right. 

Senator Corpor. And for which we have the tooling already set 
up and they do not. Is that all? 

Senator Kizgorr. Would that apply to ordnance, weapons of all 
kinds? 

General Otmstep. If we have to tool up from the beginning. On the 
small arms, they can do as well as we. 

Senator Krrgore. When it comes to larger arms, they would have 
to tool up? 

General Otmstep. That is right. 

Chairman McKetxar. Are there any further questions, gentlemen ¢ 

Senator Corpvon. I have scratched the surface for the information 
I want. It is wholly impossible within the time this committee can 
take to do any more. 

So I am not going to impose on these gentlemen any further. 

Mr. Woop. Could I point out to the Senator there is in the House 
hearings a list of the items by categories of defense support for each 
country. There is an example of the French case, and the same in- 
formation is given for every country in Western Europe for which 
defense support is being provided. 

Senator Corvon. Thank you for that reference. That saves any 
further necessity for inquiry in that field. 
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REQUIREMENTS FOR TECHNICIANS 


Chairman McKe.uiar. Mr. Andrews, I want to ask you what are the 
requirements for a technician? Suppose you want a technician for 
sugarcane. What are your requirements? 

Mr. Anvrews In the case of sugarcane, while we have not hired 
technicians, we will probably go into Louisiana State University and 
tell them that we have a sugar problem in Ethiopia, which is ewe 
thetical, and this is about the situation out there, and whether he ahuts 
to-be a breeder. If it is a disease problem, that is one thing. 

If it is a matter to improve the type of cane, that is another matter. 
If it is pure cultivation, that is another matter. 

We would explain that situation to Louisiana State University. We 
would expect them to go along with us in getting the best man in that 
State for the whole job. 

Chairman McKettar. Are they all college men? 

Mr. Anprews. A good part of them, but not all of them. 

C wal rman McKexiar. What requirements have you concerning edu- 
cation ¢ 

Mr. Anprews. We want a man that knows something about the tech- 
nical doing of a thing, plus the basic underlying technical knowledge 
that goes into it. 

Chairman McKetuar. Do you send out cotton-raising experts? 

Mr. Anprews. We have not yet. 

Chairman McKe iar. Do you send out corn-raising experts? 


ASSIGNMENT OF ENTOMOLOGISTS 


Mr. Anprews. We have sent some entomologists out to help fight 
cotton pests. 

Chairman McKetxiar. Where did you send them? 

Mr. Anprews. We sent them to Iraq. 

Senator Corvon. How long have you been on the job? 

Mr. Anprews. About 2 months, sir. 

Senator Corpon. I am very sorry you were not on it when it started. 
I am rather pleased with your approach to this thing. 

Mr. Anprews. I have had more bricks thrown at me. 

Senator Corpon. I am not going to withhold any, but I do not mind 
handing you one or two posies. 

Chairman McKetxar. These things are not personal. I am rather 
ashamed of the fact that a bill like this has gone through and I am 
sorry I did not denounce it on the floor of the Senate as being utterly 
unconstitutional and utterly foolish and hurtful to our own country. 

Mr. Anprews. The Congress makes the laws. 

Chairman McKetiar. The only people who are helped by it are the 
people you employ. You cannot name a man right now who has ac- 
complished anything in a foreign country. 

Mr. Anprews. Mr. Horace Holmes of your State. He went into 
India. 

Chairman McKetxar. He comes from near my home, I know. 

Mr. Anprews. He went in there 3 years ago. The yield of wheat 
was 12 bushels to the acre. Last year it was 27 bushels to the acre and 
I understood on an.untouchable farmer’s farm that made 63 bushels 
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to the acre last year. That was done with the same land, the same 
man, and the same tools. It was merely the introduction of two 
things: Good seed and cover crops. 


STATEMENT OF SECRETARY ACHESON CITED 


Senator Knownanp. Mr. Chairman, I have just had delivered to 
me from the Department of State a letter in answer to mine of June 
27, 1952, in which I made certain requests, including the proceedings 
of the British Parliament and also a statement of the Secretary of 
State and before the 200 members of the British Parliament. 

I would like to ask that the letter to me, together with Secretary 
Acheson’s comments, be included as part of the record. 

Chairman McKetuar. I have already received the letter and we 
will put it in now. 

(The letter referred to follows :) 

JUNE 30, 1952. 
The Honorable WILLIAM F. KNOWLAND, 
United States Senate. 

My Dear SENATOR KNOWLAND: I have your letter of June 27, 1952, in which 

you ask for a copy of the official proceedings of the British House of Commons 
for Wednesday, June 25, and for the text of the statement made by the Secretary 
before an informal gathering of approximately 200 members of the House of 
Commons relative to the recent bombing of Communist power facilities in North- 
‘rh Korea. 
; With sore to the official proceedings of the House of Commons for Wednes- 
day, June 25, a cable has been sent to our Embassy in London requesting that 
they obtain a copy and forward it to the Department by air pouch. As soon as 
it is received a copy will be delivered to you. 

I am enclosing a copy of the text of the Secretary’s remarks to which you 
referred. 


Sincerely yours, 
Jack K, McFALL, Assistant Secretary. 


COMMENTS BY SECRETARY OF STATE ACHESON ON JUNE 26, 1952, BEFORE AN IN- 
FORMAL MEETING OF MEMBERS OF PARLIAMENT IN LONDON 


If I may digress for a moment I shall make some remarks about a matter 
which is one of controversy and which I would not speak about in England were 
it not for the fact that this is off-the-record. I shall restrict my remarks to what 
I think it is my duty to say to you at this time. This is about the matter that 
you have been debating in the last 2 or 3 days. 

You would ask me, I am sure, if I did not say this, two questions, and I should 
like to reply very frankly to both of them. One question you would ask is: 
Shouldn’t the British Government have been informed or consulted about this? 
To that, my answer would be yes. It should have been; indeed, it was our in- 
tention to do it. It is only as the result of what in the United States is known 
asa “snafu” that you were not consulted about it. 

I am sure that you are wholly inexperienced in England with government er- 
rors. We, unfortunately, have had more familiarity with them, and due to the 
fact that one person was supposed to do something and thought another person 
was supposed to do something, you were not consulted. Therefore, you should 
have been. We have no question about that. 

If you ask me whether you had an absolute right to be consulted, I should say 
no, but I don’t want to argue that absolute right. 

What I want to say is that you are a partner of ours in this operation, and 
we wanted to consult you; we should have, and we recognize an error. 

Now you ask me whether this was a proper action. To that I say: Yes, a very 
proper action, an essential action. It was taken on military grounds. It was 
to bomb five plants, four of which were far removed from frontier, one of which 
was on frontier. We had not bombed these plants before because they had been 
dismantled, and we wished to preserve them in the event of unification of Korea. 


21643—52——18 
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They had been put into operation once more; they were supplying most of energy 
which was used not only by airfields which were operating against us, but by 
radar which was directing fighters against our planes. 


Mr. Kenney. Mr. Chairman, there is one thing related to the ques- 
tion which Senator Cordon was asking about a few minutes ago with 
respect to the technical assistance programs. 


MUTUAL INTERCHANGE OF INFORMATION 


We have under the defense support program a mutual interchange 
of personnel back and forth between the NATO countries and the 
countries of Western Europe and the United States, so we each pro- 
vide the other with technical information and knowledge we have in 
our own manufacturing fields, particularly those which are related to 
defense. 

Chairman McKetiar. Thank you, gentlemen. We are much 
obliged to you. 

MOROCCAN SITUATION 


Call the next witnesses, please. At this point we will insert a letter 
from M. R. Rodes on Moroccan treaty violations. 
(The letter referred to follows:) 


New York, 23, N. Y., June 28, 1952. 
Senator KENNETH MCKELLAR, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington 25, D. C. 

Mr. CHAIRMAN AND MEMBERS OF YOUR COMMITTEE: My name is Marjorie Reid 
Rodes. I represent my husband, Robert Emmet Rodes, and other United States 
citizens established in business in Casablanca, Morocco. My statement is in 
regard to appropriations for economic aid under the Mutual Security Act, and J 
request that it be made a part of the printed record of your hearings. 

Since 1949 the members of your committee have given time and effort, indi- 
vidually and collectively, in seeking means to end French treaty violations in 
Morocco. Your investigations carried on in Washington and by your representa- 
tives sent to Morocco have shown repeatedly how illegal French measures have 
resulted in unjustified damage to American trade and traders, how they have 
increased the Moroccan trade deficit and weakened the Moroccan economy while 
benefitting French cartels and special French interests, and how they have caused 
a general retrogression in living standards among the native population. 


UNITED STATES LOSS OF RIGHTS, PRESTIGE, AND FRIENDSHIP 


Our official acquiescence in this French program, without regard for justice 
toward a subject people or toward our own citizens, has caused a growing distrust 
of the United States among Moroccans. Our subservience to France even to 
the discredit of our avowed principles is costing us the traditional friendship 
and respect of the Moslem peoples not only in Morocco, but in the whole north 
African crescent, at a time when this area is vitally important to our defenses. 

It is not necessary in this committee to review the details of conditions in 
Morocco which have gone from bad to worse, nor the series of moves made by 
the Senate to remedy the situation, first by pressure on the State Department to 
negotiate with French authorities, later by legislative recommendation and 
hnally by legislative mandate. The history of these efforts and of the means 
used to circumvent the will of the Congress and the law of the United States is 
a matter of record. I want only to quote this committee’s brief report on the 
Moroccan affair dated August 21, 1951 (report No. 697, to accompany H. R. 4740) : 


“MOROCCAN TREATY VIOLATIONS 


“Moroccan treaty violations have been repeatedly brought to~the attention of 
the committee. They include collection of illegal taxes and customs from 
Americans, refusal to reimburse previous illegal overcharges and discriminations 
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which deny United States citizens the trade and equality which is unequivocally 
guaranteed them by treaty. Previously the committee has recommended to the 
Senate legislation to assure full compliance by France and Morocco with United 
States-Morocco treaties. The 1951 General Appropriation Act contained a 
proviso intended to give France the option of complying with the treaties in 
question or of giving up ECA aid. ; 

“The Department of State has formally agreed with France that both the 
ECA aid and the treaty violations will continue, thus nullifying the appropriation 
restriction. The excuse is that France, in a suit filed 3 days before the restriction 
should have taken effect, seeks to have the International Court of Justice establish 
that the treaties should not be enforced. The State Department claims that the 
United States is committed to the mandatory jurisdiction of the court in this 

atter. 

" “The committee feels that the claim regarding mandatory jurisdiction is 
unsubstantiated; that the suit regardless of its outcome will not establish the 
treaty compliance which alone would justify the ECA payments which were 
made during the fiscal year ending June 30, 1951; that if court action was to be 
undertaken, this should have been done by the United States when its protests 
about the treaty violations were ignored and before Congress had given the 
Department of State an alternative means of forcing treaty compliance. A 
report of the Subcommittee on Economic Cooperation entitled ‘Violations of 
United States Treaty Rights in Morocco,’ was prepared after investigation in 
Morocco by a member of the subcommittee’s staff. The attitude of the committee 
is based for the most part on the report and its conclusions. 

“Apart from the primary consideration as to whether the will of Congress 
or the will of the Department of State shall determine conditions under which 
United States appropriations are disbursed, the committee is concerned over 
the Court action and its possible effect on all United States agreements with 
foreign nations. According to the Department of State, France seeks to establish 
‘that the United States treaty position in French Morocco is anachronistic, 
that certain of our treaty rights have ceased to exist or have been superseded 
by later agreements or practices.’ 

“The committee considers that a vigorous defense of this case is essential to 
the preservation of treaty-making powers as established by the Constitution. 
The defense should clearly establish that the power of the Court is limited to 
the interpretation of the treaties as ratified by the Senate, precluding all possi- 
bility of a verdict establishing that such treaties may be modified by executive 
acts or by acts of any international body.” 


CIRCUMVENTION OF WILL OF CONGRESS 


The suit filed by France in the International Court of Justice has been effective, 
as was intended, in permitting France to receive United States aid under 
conditions determined by France together with the United States State Depart- 
ment, rather than under conditions laid down by the Congress. A decision in 
the case.is awaited this summer but, as was stated in the report of this com- 
mittee’s Subcommittee on Economic Cooperation in December 1950, “should the 
Court decided in favor of the United States it would be too late to apply the 
provisions of the [Moroccan] amendment to aid to France.” 

Kight months ago, consequently, this committee acted to continue the pro- 
visions of the Moroccan amendment in the foreign-aid appropriation bill for 
1952. I quote the following report on this action dated October 16, 1951 (Rept. 
No. 960, to accompany H. R. 5684) : 

“Morocean treaty violations have been repeatedly brought to the attention 
of this committee. This amendment is intended to require Morocco, in the 
full extent guaranteed by treaties ratified by the Senate and specifically exclud- 
ing the possibility that such treaties may have been altered by acts or agree- 
ments of the Department of State, to accord American citizens and trade identical 
treatment with those of France, to cease all attempts to create or maintain 
cartels or other monopolies forbidden by treaty, to follow treaty provisions in 
the collection and assessment of taxes and customs, and to reimburse excess 
amounts collected from United States citizens, in violation of treaties.” 

This amendment passed the Senate, but was dropped from the bill in con- 
ference. Whatever the decision of the Court, therefore, France can safely 
continue treaty violations without fear of penalty unless conditions similar to 
those contained in this amendment and in the previous Moroccan amendment 
are placed on new appropriations for economic aid to France. 
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The anti-American campaign by French Protectorate officials which prompted 
the Senate to legislate was begun as a means of driving about 40 independent 
American businessmen out of Morocco. It has widened in scope and increased 
in intensity as the United States has become further invovled in Morocco, as 
our defense projects have brought in thousands of military and civilian per- 
sonnel, together with an influx of American dollars. 


FRENCH EXPLOITATION OF UNITED STATES MILITARY AID 


Documented reports from Casablanca give evidence of illegal and discrimina- 
tory acts and abuses by French Protectorate authorities which hamper work and 
progress on our military installations. Weak or nonexistent defense of our in- 
terests in projects involving such vast expenditures of our money is being widely 
publicized in Morocco, and is detracting further from American prestige. The 
position of our Armed Forces in Morocco is made clear in the following reso- 
lution adopted by Morocco Post, No. 1, American Legion on May 27, 1952: 

“Resolved, That it is the considered opinion of this post, many of whose mem- 
bers served in Morocco during World War II, that— 

‘1. United States Armed Forces and other Americans engaged in defense ac- 
tivities in Morocco are subservient to French control to a degree which ham- 
pers them seriously in the accomplishment of their mission ; 

“2. This control is exercised through a French Mission which interferes in 
many normal command decisions acts frequently with political or profit con- 
siderations in mind, and in general seeks to detract from American prestige in 
this area ; 

“3. This control seems to be tolerated because high-level United States policy 
considers that our forees here are ‘guests’ of the French and that their hosts’ 
whims must be humored ; 

“4. This policy should be revised to assure our forces the standing to which 
they are entitled as necessary elements of mutual defense and as emissaries 
of the senior partner in the defense association and of the Nation ot which 
France owes here political and economic existence ; 

“5. Commanders, their personnel and all Americans who are in Morocco for 
the defense program should have all the facilities, prerogatives, and privileges 
enjoyed by United States commands and personnel in Morocco during World 
War II (when the liberation of France was one of our objectives). In imple- 
mentation of this, we should require among other things that— 

““(a) Tax, custom, and postal arrangements be as liberal as those of the last 
war: 

“(b) Commanders’ and their designees’ decisions relating to procurement of 
supplies and services and to the disposal of surplus be subject to review only by 
higher United States authority; 

“(ce) Commanders have full police and security jurisdiction over locations and 
personnel for which they are responsible ; 

“(d) All restrictions intended to detract from United States prestige or to 
gratify Communists (such as those on the display of our flag and on the use of 
radio service and troop entertainment) be ended by regulations similar to those 
which were in force here during World War II.” 

A typical instance of action by the French Mission for “political or profit con- 
siderations” is evidenced in the following letter of January 3, 1952, from the 
United States Navy’s contractors, Steers-Grove, Port Lyautey, French Morocco, 
to Mr. Robert Harper, American veteran operationg a trucking business in 
Casablanca (exhibit A filed with your committee) : 

“Dear Siz: The French Liaison Mission have instructed this office to negotiate 
through the Bureau Central des Transports only for all trucking which we may 
require. Therefore, please consider this letter as notice of termination for equip- 
ment rented under Rental Agreement RA-6, Purchase Order OPL-1351, effective 
January 15, 1951. 

“W. L. Kenor, Purchasing Agent.” 

Robert Harper had a trucking business in Casablanca before the war and 
returned to it after demobilization. It is logical that American organizations 
should give their business to American firms if the latters’ prices and services 
are competitive. Etowever, Mr. Harper’s hauling contract with Navy contractors, 
which he was satisfactorily executing, was terminated in fayor of a French 
monopoly which has been a subject of frequent attack for inefficient and dis- 
honest operating practices. Mr. Harper explains in a signed statement of May 
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9, 1952, given to the United States agent before the International Court, that the 
French Liaison Mission in Morocco requires that all United States Navy and 
Air Force trucking contracts shall be allocated through the Bureau Central des 
Transports. He says further that most United States military hauling contracts 
are given arbitrarily to the largest member company of the monopoly, which is 
owned by the Moroccan Railways, affiliated with the Paris and Netherlands 
Banks and subsidized by the Protectorate government. 

Every opportunity is taken to exploit the presence of American personnel in 
Moroceo. The Vigie Marocaine, Casablanca, May 16, 1952, carries an article with 
the following two-column head and final significant passages: 


“FOR THE FIRST TIME AN AMERICAN SERVICEMAN JUDGED AND CONDEMNED BY A 
MOROCCAN COURT 


“The case pleaded yesterday concerned a simple determination of penalty. 
It is not without interest, however, to make an epen breach of this sort in the 
regime of capitulations, by reason of the Bidault-Caffery accords which are 
applied for the first time in Morocco” (exhibit B, filed with your committee). 

American authorities apparently have not raised the point that the accords 
cited have no justifiable application in Morocco. The agreement provides a waiver 
in certain cases of the right of military personne! to trial by a military court. It 
does not place such personnel under French jurisdiction in a country where 
American civilians are tried only by their own consular courts. The French press 
is boasting of this first step toward destroying American capitulatory rights, 
made without awaiting decision by the International Court. The pending Court 
action is not restraining this or any other French violation of United States- 
Moroccan treaties. It is intended only to prevent our proposed penalties for 
such violations. 


FRENCH WASTE OF CRITICAL MATERIALS 


Recent press clippings received from Casablanca contain figures, data, and 
photographie cuts on the current construction spree going on there. Most impres- 
sive are the descriptions of Casablanca’s new exhibition buildings. The Vigie 
Marocaine (June 4, 1952) shows a photograph of the interior and announces 
that this “magnificent permanent edifice * * * is unique of its type in all 
north Africa” (exhibit C, filed with your committee). The building covers about 
5 acres without pillar or column, an area larger than the block on which Madison 
Square Garden is built with one of the adjacent streets thrown in. The vast 
amount of steel which went into it was readily available (there have been no 
restrictions on steel usage in Morocco since the Korean war began) from steel 
mills which the United States gave to France. Essential French needs were being 
met by imports of steel from the United States, so that Casablanca was able to 
build its exhibition building while we ourselves lacked the steel for school and 
hospital construction. 

Additional steel is now being used in the adjacent aquarium on which con- 
struction work is just beginning. The Vigie Marocaine (June 4, 1952) claims 
that this will be “quite superior to the celebrated aquarium of Monaco, which 
now enjoys a flattering reputation.” A new stadium which matches the other 
projects in size is also under way in Casablanca. 

Under the heading “Construction in Casablanca is not decreasing,” the Maroc 
Presse (March 5, 1952) gives an itemized list of construction expenditures during 
the month of February (exhibit CC, filed with vour committee). The figures 
show that much of this is of a luxury nature, including high-class apartments and 
villas averaging over $10,000 each (expensive in a country where skilled con- 
struction workers earn 33 cents an hour). During February about $3,500,000 
was spent for European housing, about $500,000 for native housing, despite des- 
perate conditions of crowding and squalor in native sections. 

The New York World Telegram and Sun (June 14, 1952) carries an article 
entitled “United States Is Off on a Rocky Road in Morocco, Where Unrest 
Seethes” (exhibit D, filed with your committee). Subhead states “Poor Hons, 
ing, Nationalist Demands Increase Tension.” Datelined “Casablanca, Morocco, 
June 14,” the article begins: 

“A half-hour walk through the teeming shantytown of this French North 
African city is a vivid lesson on a subject that could one day be of vital impor- 
tance to every American. 
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“The shanties are made of flattened-out tin cans and odd bits of wood. There 
is no sanitation system * * * 

”* * * Some of those cans are of the GI variety, which is where America 
comes in.” 

American taxpayers, by aid to France, are replacing the steel and copper and 
other materials which France is pouring into luxury construction in Morocco, 
The native Moroccan is witnessing the spending splurge brought about by Amer- 
ican aid while to him, as the Telegram comments, “America comes in” with old 
tin cans. 

One reason for the growing unfriendliness toward us in Morocco is that what- 
ever might reflect favorably on American aims or accomplishments is meticu- 
lously conceived. The celebration of VE-day has always irked French colonial 
administrators because it is difficult to avoid giving any credit whatever to 
Americans. This year the day passed with only the unavoidable press recogni- 
tion. Three days later the eighth anniversary of the victory of Garigliano was 
made the occasion for Alphonse Pierre Juin’s first major speech after his promo- 
tion to marshal. The occasion resulted in record headlines (exhibit H, filed with 
your committee). A transcript of the speech was given. Not one iota of credit 
was given to the United States. No mention was made of the source of the “‘mod- 
ern armament” by which the “little French Army which fought so desperately 
in Tunisia” finally became great. 


TRIBUTE EXACTED BY FRENCH 


French cartels and Government monopolies established in Morocco under 
the Vichy regime have been encouraged by a weak United States policy to increase 
their strangle hold on Moroccan trade and to demand still larger shares in the 
bencfits of United States aid. Americans in Casablanca have given sworn 
statements to the United States agent at the International Court of Justice 
(exhibit F, filed with your committee) which include the following facts on the 
operations of some of these cartels. 

“In Casablanca * * * refined white sugar is selling retail at 120 francs 
the kilogram. In the Tangier zone of Morocco, which is governed by the very 
same customs laws as the French zone, the same sugar is selling retail at 80 
francs the kilogram. * * * Using the 1951 sugar figures for the French - 
zone of Morocco and computing them at today’s sugar prices, the 40 francs by 
kilograms more that has to be paid for sugar bought in the French zone repre- 
sents annually 7,760,000,000 francs which has to be absorbed by an extremely 
poor native population of 9,000,0000 people. 

“The regulations which permit the sugar group and the French Protectorate 
to exact this additional 50 percent in the cost of a primary necessity could not 
operate if commerce between Tanszier and the French zone were not prevented 
by a wholly illegal customs barrier within the Sherifian Empire. This arrange- 
nent is patently against the interests of the Moroccan people and for the benefit 
of a restricted group of French metropolitan and colonial sugar interests.” 

Another statement shows how the French drug cartell, which has deprived 
Moroccans of antibiotics and other American drugs which Americans formerly 
brought in with their own dollars, recently deprived them of American hog- 
cholera serum during a serious epidemic of hog cholera. This brought especially 
bitter protest from Moroccan farmers because the small amounts of American 
serum available gave 100-percent immunity from the disease; the French serum 
which they were forced to use brought 100-percent mortality to the stock. 

Carl Humphrey, whose difficulties in operating a modern American-type bus 
line in Morocco have frequently been brought to the attention of this committee, 
states that he was forced to pay 12 million franes for a license to open a new 
line, that French authorities then heckled and frightened his passengers and 
threatened to impound his busses until he suspended service, leaving his $35,000 
capital already idle more than a year. 

During this time the United States consul general has made ineffective pro- 
tests to the French Residency, pointing out the series of flagrant and arbitrary 
acts which have prevented Mr. Humphrey from making use of his license. 
The consul general “concludes that Mr. Humphrey has every legal right to 
operate his bus” but this has, of course, been ineffectual. That our consul 
general’s protests have been ignored is made clear in his-nete No. 12 of Sep- 
tember 12, 1951, which reviews the situation (exhibit G, filed with your com- 
mittee). The key to our official relations with Protectorate authorities in this 
as in other matters is perhaps to be found in the first paragraph of this note, 
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which states (on September 17): “This request was the subject of a diplomatic 
No. 1 of July 2, 1951, and another note No. 10 of August 27, 1951, to neither 
of which has the consul general received any reply.” 

Americans today are being asked to accept unprecedented taxation necessary 
to our own security and to the whole related program of European defense. Any 
United States taxpayer who reads personal letters or press reports or official 
statistics which come out of Morocco today will have misgivings as to the end 
use of his dollars and the purpose of his sacrifices. American dollars and 
American scarce materials are building defenses, but in Casablanca they seem 
to be building a new era in luxurious living for European residents, new benefits 
for French cartels, a growing contempt for our lack of firmness, and new and 
deeper resentments against us on the part of the native population. 

In a statement of March 17, 1952 (exhibit H, filed with you committee), the 
American Chamber of Commerce of Morocco reviews developments in the cold 
war which the French are carrying on against us in the Protectorate and states: 
“In our opinion, defense of American interests in Morocco is lax and American 
prestige in Morocco has never been lower.” 

It is urged that the following proviso be included in the appropriations for 
economic aid under the Mutual Security Act: 

“Provided, That none of the funds herein authorized shall be available to any 
nation any dependent area of which shall fail after September 1, 1952, to comply 
with any treaty between the United States and such dependent area; and all 
treaty interpretations shall be those in effect on January 1, 1947, unless the 
International Court of Justice shall order different interpretations.” 

Respectfully submitted. 

M. R. Ropes. 
Rosert E. ROpES AND ASSOCIATES. 


DEPARTMENT OF THE ARMY 
GOVERNMENT AND Rewier 1n Occurtep AREAS 


STATEMENT OF EARL D. JOHNSON, ASSISTANT SECRETARY, AC- 
COMPANED BY BRIG. GEN. A. L. HAMBLEN, CHIEF, CIVIL 
AFFAIRS AND MILITARY GOVERNMENT; BRIG. GEN. JAMES M. 
LEWIS, CIVIL ADMINISTRATOR, UNITED STATES CIVIL ADMINIS- 
TRATION OF THE RYUKYU ISLANDS; LT. COL. DOUGLAS H. 
PATTERSON, CIVIL AFFAIRS AND MILITARY GOVERNMENT; 
STUART H. D. FREED, BUDGET ANALYST, BUDGET DIVISION; AND 
F. SHACKELFORD, DEPARTMENT COUNSELOR 


ADMINISTRATION OF RYUKYU ISLANDS 


Mr. Jounson. We are here talking about the GARIOA appropria- 
tion primarly to take care of the Ryukyus. 

I am Assistant Secretary Earl Johnson of the Army. Recently 
my responsibilities were changed, but for the previous year and 10 
months I had responsibilities for the occupied areas for the Depart- 
ment of the Army. 

General Hamblen, who is here, is my deputy on the administration 
of the occupied-areas office and he is here along with his staff and 
along with Gard Lewis who is located in the islands and whom we 
have brought over here to do some additional work and timed his visit 
here with that of the committee hearings. 

General Hamblen has a prepared statement giving the details of 
our presentation, and I will ask that they both get a chance to make 
a presentation. 
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If I could, I would like to ask the chairman of the committee if he 
would let me say a few words informally. 
Chairman McKetxar. Please proceed. 


DEFENSE IMPORTANCE 


Mr. Jounson. I would like to stress the importance of the Ryukyus 
to the entire defense effort. In the last 2 years I have been over in 
the Far East twice with Mr. Dulles and once by myself visiting both 
General MacArthur, Korea, and the Ryukyus as well as Japan. 

The most recent visit ended in March of this year. That particular 
visit took up 6 weeks, so we had an opportunity to go down to the 
Ryukyus and see how the entire program there was Penge ng. 

First of all, I would like to stress the importance of the Ryukyus in 
the whole Pacific defense system. I am going primarily on what 
General MacArthur pointed out to us every time we were over there, 
which was confirmed by General Ridgway and which is shared in by 
the Joint Chiefs of Staff, and I know Gen. Mark Clark, the present 
commander in chief of the Far East. 

As far as we are concerned, the Ryukyus are a vital link in the entire 
island chain beginning up in the northern part with the Aleutians, 
swinging down through Japan, Okinawa, the Marianas, and so forth. 


OKINAWA 


Senator Corpon. Is Okinawa a part of the Ryukyus? 

Mr. Jounson. Yes, sir. It is the largest of the island group. The 
entire group has approximately 1 million inhabitants, and approxi- 
mately 600,000 are on the island of Okinawa itself. 

Chairman McKetiar. Those islands are absolutely necessary so far 
as the whole Japanese Empire is concerned. Whoever owns them has 
a great advantage; is that right? 

Mr. Jounson. Yes, sir. I think the review of the Japanese records 
shows after the war ended that when they realized they had lost 
Okinawa, they knew the jig was up as far as their winning the war was 
concerned. 

From then on it proceeded rapidly. The same would work against 
us if we lost that group. I think it is important to remember that 
the Ryukyus are the only islands fully under our control. 

In Japan we have certain rights. We have the bases where we have 
forces stationed. We have forces in the Philippines, but we are a 
guest in those places. 

In this area we have full rights. 

ene Corpon. How did we get them? By virtue of conquest 
only ? 

Mr. Jounson. Yes, sir; that is the way we got them. 


UNITED NATIONS 


Senator Corpon. What disposition has been made of the area 
through the United Nations? 

Mr. Jonnson. So far the Japanese Peace Treaty was purposefully 
silent on that particular point. The understanding is we can stay in 
there with the rest of the United Nations as long as we want to maintain 
the trusteeship of those islands. 
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Senator Corpon. My question is not to Japan, but to the United 
Nations. Is there any formal relationship between the United Nations 
and the United States with reference to the Ryukyus such as there 
is in regard to so-called Trust Territory Islands on the south? 

Mr. Jounson. I think we should leave this off the record. 

Senator Corpon. I do not know why we should leave it off the record 
when it is on the record in the United Nations. 

Mr. Jounson. This is not a part of the trusteed islands. 

Senator Corpon. The trusteed islands were the islands which went 
to Japan under a mandate from World War I. They came to us 
through a trust agreement after the defeat of Japan. That agree- 
ment came from the United Nations or from the Allies; is that right? 

Mr. Jounson. That is correct. 

Senator Corvon. Where is there any reference in regard to the 
United Nations or the Allied group in connection with our occupancy 
and control at the present time of the Ryukyu group? 


JAPANESE PEACE TREATY 


General Hamsien. The Japanese Peace Treaty signed by 49 of the 
Allied countries says we shall have complete administrative and other 
control over the Ryukyus and their inhabitants and that if and when 
we ask for a trusteeship, of the United Nations, Japan undertakes to 
support our request. We have not asked for such a trusteeship from 
the United Nations to date. 

Senator Corpon. Then the Japanese Peace Treaty was not silent. 
Is that right? 

Mr. Jounson. As to final disposition, I mean. We would hold 
them as a trusteeship under the United Nations. 

Senator Corvon. When we ask for them. 

Mr. Jounson. We do not have final disposition. Some idea of the 
use we are putting the islands to at the present time, when Korea 
broke in June of 1950, you will recall we were understrength with 
our troops in Japan. At that time we had a program going forward 
in Korea for the construction of certain military establishments, 
certain rehabilitation of the economic life, the power plants, et cetera. 

We made a decision to delay the program in the Ryukyus in order 
to step up the program in Korea. We transferred both material, 
equipment, and personnel from there to Korea and purposefully let 
slide the Ryukyu plan. 


OKINAWA BASE OF OPERATIONS 


In addition to that, Okinawa particularly became an immediate base 
of operations. Last February when I was there with General Ridg- 
way the Air Force was celebrating the delivery of 100,000 tons of 
bombs from Okinawa to Korea. Approximately 50 percent of the 
air operations in Korea are based in Okinawa. 

In addition to that, it has been an assembly point for both supplies 
and personnel. It has been a distribution point and in the ree: 
was also a rehabilitation center. That now is done in Korea itself, 
and in Japan primarily. 

Looking ahead, we have approximately 1,000,000 people and 600,000 
of those on Okinawa who are looking to us for help. We are an oc- 





200 SUPPLEMENTAL APPROPRIATION BILL, 1953 


cupying power and they are people that in many ways are primitive 
and backward. 

The Japanese had purposefully prevented them from having ad- 
ministrative jobs, from having an advanced managerial type of ex- 
perience, so when we transplanted, we moved by edict the Japanese 
who were in the islands, the Ryukyu Islands, we immediately stripped 
those islands of government, administration, business know-how, and 
the Japanese moved from there and went back to the mainland. 

We ended up by having to provide virtually everything in the way 
of leadership to the Ryukyus people. 


1952 EXPENDITURES COMPARED 


Senator Corpon. Your 1952 appropriation comparable to the 1953 
appropriation in activities, was how much? 

General Hampsien. $22,500,000 as compared with $11,810,000. 

Senator Corpon. In the $22,500,000 figure can you tell the com- 
mittee what portion might be deemed to be nonrecurring items, that 
is, which was capital investment of the $22,500,000 from last year? 

General Hamsien. Yes, sir. 

Senator Corpon. I would like to get that out of the figure so that 
we have more comparability between them. 

General HameBien. $2,474,000 was capital investment. 

Senator Corvon. That would leave substantially $20,000,000 ap- 
propriated and expended in 1952 for the purposes for which funds are 
asked in 1953 to the extent of $11,810,000; is that correct ? 

General Hamsten. No, sir; I think you have omitted one item. 

Senator Corvon. What is it? 

General Hampeien. We have had an appropriation for Japan last 
year. 

* Senator Corpon. All right, what was that? 

General Hampien. $4,808,000. 

Senator Corvon. Then the $22,500,000 figure should be reduced by 
$7,282,000 in order to be a figure comparable in activities to the figure 
you have here? 

General Hampten. Yes, sir. 

Mr. Jounson. That is approximately $15,000,000. 

Senator Corpon. Substantially $15,200,000. 


HOUSE ACTION 


Chairman McKetxar. Let me ask you a question right here. The 
House allowed $11,000,000 on this? 

General Hamsien. That is right. 

Chairman McKe.uar. You asked for $11,805,000? 

General Hamerien. $11,810,000. They cut it—— 

Chairman McKetuar. Are you satisfied with the $11,000,000? 
Could you get along on that? 

General Hamsien. Yes, sir; we can live with it. It is going to be 
very difficult on the personnel cut. They cut us $290,000 on personnel. 
We think we can live with it. 

Chairman McKetiar. All right. 
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ECONOMIC AID 


Senator Exrizenper. How much of this amount would be used for 
grain, food, and kindred products? 

Mr. Jonnson. Economic aid will be approximately $9,400,000. 

Senator ELtenper. How do you handle that grain and food? Is 
it sold to the natives or what? 

General Hams.en. Yes, sir. 

Senator Exitenper. Do you establish a counterpart fund? 

General HaMBLEN. Yes, sir. 

Senator ELLenper. The same as you do in Western Europe? 

General HamMpen. Yes, sir, exactly. 

Senator ELtenver. That counterpart fund is used to make improve- 
ments on the island? 

General Hamsten. Yes, sir. 

Senator ELtenver. For the benefit of 

General Hampien. Of the local inhabitants. 

Senator ELtenper. And improving the cities and the streets ? 

General Hamsien. Yes, sir; and waterworks. 

Senator Evtenper. In the cities? 

General Hamsien. Yes, sir; well, the whole communities. 

Senator Exienper. I notice that your transportation of commodi- 
ties has increased considerably. 

General HaAMBLEN. Yes, sir. 

Senator ELLenper. What is that due to? 

General Hamsien. That is due first to increase in rates. 

Senator Ettenper. How much does that account for? 

General Hamsien. I will have to look it up, sir. 

Mr. Jounson. I should point out, Senator, that part of that goes 
into not only the building but also to build the reserve behind the 
country’s currency. Part of that goes into the banking system, which 
is virtually without any reserves. 

Senator E..tenper. How is that disposed of? Is it used to pay off 
debts, or what ? 

Mr. Jounson. Well, it is part of the currency. 

Senator ELLeNper. To cancel out obligations? 

Mr. Jounson. Partly, but partly reserve. 

Senator ELttenper. The answer to my question, General, was what ? 


TRANSPORTATION COSTS 


General Hampien. I have a detailed cost of the breakdown of 
transportation. It shows the difference between last year and this 
year, 

Senator ELLenper. Yes. 

General Hameten. Last year for 13,000 tons of rice it cost us $583,- 
000, approximately. This year for 10,000 tons of rice it cost us 
$420,000. 

Senator Fercuson. Give us the pounds of rice. In Arkansas they 
talk about pounds. 

Senator ELLenper. We are talking about the freight rates, Senator. 

Senator Fereuson. I want to know something about the price of the 
rice he gave us. He gave us too large a figure. 

General Hamsien. This is the freight rates. 

Senator Frrauson. How much is it for the rice? 
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PURCHASE OF RICE 


General Lewis. I believe the cost of rice is $225 a ton. 


Senator F ERGUSON. 


I want to know what the difference is last year 


and this year in the price of rice. 
General Lewis. We bought no rice in the United States last year. 


Senator Fereuson. 


wherever it is. 


I do not care about the United States, I mean 


General Lewis. Our difference is from $165 a ton to $225 a ton. 


Senator Frerauson. 


How did the freight rate change? 


General Hamsten. We bought the rice from southeast Asia last 


year, sir. 


Senator Corvon. Why did you not buy there this year? 


General HAMBLEN. 


Because there isn’t any available. 


Senator Corpon. What about Formosa? 


General Hameien. 


We are doing our very best to buy rice anywhere 


and everywhere we can. 


Senator Frerevuson. 
General HAMBLEN. 
Senator Frercuson. 
General HAMBLEN. 
Senator Freravson. 
General HaMBLeEN. 
Senator Frreuson. 
General HAMBLEN. 
Senator Frereuson. 
General HameBtLen. 
Senator Frerauson. 
General HAMBLEN. 


Do you mean there is no rice for sale in Burma? 
That is right. 

And no rice in Siam? 

That is right. 

Or in Malaya? 

Yes, sir. 

Indochina ? 

Yes, sir. 

Java? 

Yes, sir. 

Ww here did you buy it? 

The rice is carefully allocated, as you know, sir. 


We have been buying in southeast Asia and our rice—— 
. Seater Frrctson. What cartel have we got down there allocating 
rice? 

General Hameren. We do not allocate; their own governments allo- 
cate rice. And the United States State Department wrote us a letter 
and asked us not to buy any more rice with appropriated funds in 
southeast Asia. 

Senator Frrcuson. Why is that? 

General Hamsien. Because there is not enough to go around. 
we have not had an allocation for appropriated money for rice. 

Senator Fercuson. Then where do you buy the rice? 

General Hamepten. We buy the rice from the Department of 
Agriculture. 

Senator Frrevson. Here? 

General Hamsten. Here. 


And 


RICE PRICES COMPARED 


Senator Frrauson. What is the difference in the price here and in 
southeast Asia ? 

General Hamsten. It is very great. 

General Lewis. Roughly $165 as compared to $225. 

Senator Ferauson. There again we have to pay the high price, then. 
We let those people down there sell theirs and the people buy it down 
there for low prices. 
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General Hamsien. We have been able by a L pracugges of work to 
buy rice with nonappropriated funds. Most of their rice is bought 
with nonappropriated funds in southeast Asia. ; 

Senator Corpon. Did I understand you to say the comparison was 
$165 to $25% 

General HaMBLEN. $225. 

Senator Corpon. As against $165? 

General Hamsien. Yes, sir. , 

Senator Extenper. Will you answer my question about that freight ? 
Why is it that the amount you are asking is greater, much greater ? 

General Hampen. Yes, sir. I have a detailed breakdown. Maybe 
I might put it in the record and I will read it to you. 

Senator Corvon. Have you got tons as against tons? 

Senator ELtenper. What is the chief factor in that? Is it tonnage 
or increase in rates or exactly what is it ? 

General Hamsren. It is both tonnage and increase in rates. 

Senator ELtenper. Who fixes those rates ? 

General HamsBien. Well, the MSTS and the American lines have 
fixed a regular rate by the shipping lines, and we pay commercial rates 
for those shipments of rice which go by commercial transportation. 

Senator Corvon. That cannot be very much, if this 13,000 and 10,000 
you gave us represents a difference in tonnage prices. The 13,000 tons 
of rice is one year and the 10,000 represents another year ? 

General Hameien. Yes, sir. 


FREIGHT RATES 


Senator Corpon. Which is which ? 

General Hamsien. Thirteen thousand is for last year. It was 13,900 
at freight rates of $42 a ton, which cost $583,520. The 10,000 tons for 
this year at $42 a ton cost $420,000. 

Senator Corpon. With $42 a ton both times there has not been any 
change in the freight rates, has there? 

General HampBien. Last year we bought most of our rice—not this 
13,000—but most of our rice in southeast Asia, and it would show up 
in the rest of my figures. 

Senator Corpon. But then the freight rate is not increased, it has 
been an increased hauling. 

General HamMsien. Yes, sir. 

Senator Ettenper. It is the haul? 

General Hamsten. Yes, sir, that is right. 

Senator Corvon. That is hauling is 6,500 miles or something better 
than that as against 1,324? 

General Hamsien. Yes, sir. 

Senator Ettenper. So that is the chief reason for your asking more ? 

General Hamsien. That is right. And we are asking for some 
commodities from the United States this year which we did not ask 
for last year because we had some on hand, soybeans, for instance. 


OKINAWA TRADE 


Senator ELtenper. Do those Okinawans have any trade with any 
country ? 
General Hamsien. Oh, yes, sir. 
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Senator Ettenper. What isthe chief export ? 

General Hameren. Their chief export right now is labor to the 
United States. 

Chairman McKettar. For what? 

General Hamsten. Labor doing construction for the military con- 
struction program. 

Senator Extenper. I did not have that in mind. You do not ex- 
port labor, it works on the island, does it not? 

Mr. Jonnson. That is right. 

General Hamsien. The export was about $5 million this year. 

Senator Evitenper. Of what? 

General Hameren. Will you answer that, General? 


EXPORTS 


General Lewis. The principal export is sugar, sir. 

Senator Ettenper. From Okinawa? 

General Lewis. What we call black sugar. 

Senator Ettenpver. Where do they export it? 

General Lewis. It all goes to Japan. 

Senator ELLenper. What else did you have? 

General Lewis. We exported seaweed, sea shells, a certain amount 
of buttons from the sea shells, cattle hide, and some pottery. 

Senator Corpon. The total export value was what? 

General Lewis. We will reach $5 million this year. 

Senator Frereuson. $5 million? 

Senator Corpon. $5 million. 

Senator Frrcuson. $5 million, and we put in how much? We put 
in $11,800,000? 

General Lewis. Yes, sir. 

Mr. Jounson. No. 

Senator Frreuvson. But we put in almost twice as much as they 
export. 

General Lewis. There is nothing there to export is the answer. 


EDUCATIONAL PROGRAM 


Senator Fercuson. How many of these people can read and write! 

General Lewis. It is quite a literate group of people. 

Senator Corvon. That is a literate and not illiterate ? 

General Lewis. That is right. 

Senator Frercuson. How do we spend $100,000 in educational 
material ? 

General Lewis. We have six informational centers on the island. 

Senator Frreuson. What are we trying to do with it? 

General Lewis. We are trying to educate them in the democratic 
processes of economics and governmental development. We insti- 
tuted a new government there this past April, and we are educating 
or attempting to educate these people into a democratic way of life, 
not from American standards of life, but from American democratic 
thinking on principles. 
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LABOR RATES 


Senator Frercuson. What is the rate of pay for labor and skills in 
the building of these houses ? 


General Lewis. The average labor wage is about $24 a month. 


HOUSING PROGRAM 


Senator Frercuson. Do I understand it is costing $26,000 a house, 
per unit? 

General Lewis. No, sir. 

Senator Frercuson. How much is it? 

General Lewis. The houses that I know about cost $17,100. 

Senator Fercuson. $17,000 a unit? 

General Lewis. Yes, sir. 

Senator Fereuson. And labor is how much a month? 

General Lewis. $24 a month. 

Senator Feravson. And what about the skilled labor? 

General Lewis. There is practically no existing skilled labor in the 
islands, 

Senator Frrauson. How much is our payroll there for this kind 
of labor that we are talking about? They were talking here about 
exporting labor to us, meaning that we were buying labor with Amer- 
ican dollars. 

Senator Ettenper. With labor that cheap they ought to be able 
to build those sewers and everything. 

Senator Frereuson. That is what I thought, $17,000 a unit for a 
building. I thought it was $26,000. I think if you get the figure it 
is $26,000. 

General Lewis. There is a living room, dining room, kitchen, and 
utility room, sir. 

Senator MoCietian. Who are you building these houses for? 

General Lewis. Occupation personnel. There are houses which we 
have appropriated money for for the construction for turn-over to 
the native government who then will rent them to the occupation. 


RENTALS 


Senator Fercuson. Are we giving them away? After we pay for 
building them we give them to the native government? A Socialist 
idea? Then what? They rent them to us for how much? 

General Hamsien. For the amount of commutation which the oc- 
cupant gets. It averages about $85 per month. 

Senator Frreuson. In other words, we build the house and pay 
for it. 

General Hamsten. Yes, sir. 

Senator Frrcuson. And give it to the local government? 

General HaMBLEN. Yes, sir. 

Senator Fercuson. And then they charge our men $85 a month 
to live in them ? 

General Hamsien. Yes, sir. 

Senator Frreuson. Where did you get that consent; from the Ap- 
propriations Committee ? 
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General Hamsien. We are not asking for any money for that this 
year. This appropriation—— 

Senator Fereuson. When did you get this money to do that with! 

General Hamsten. It has been in since 1949. 

Senator Frereuson. Did you ever tell this Appropriations Com- 
mittee you were giving these houses away to another government 
and then they were renting them back to our men ? 

General Hamsuen. Yes, sir. 

Senator Frercuson. Can you show me that in the record of the 
Appropriations Committee ? 

General Hamsien. Yes, sir; in this committee. 

Senator Exv.Lenper. I think I recall that, Senator. 

Senator Frereuson. I do not. 

Senator Ettenper. It was done in order to assist them in getting 
money to operate on. 

Senator Fercuson. For whom to operate on ? 

Senator Exienver. The local government. 

Senator Frrcuson. The local government lived there before we 
went in there. 

Senator Exrenper, I know, they existed. You now want to make 
them self-sustaining. 

Senator Frercuson. They were self-sustaining before. 

General Hamsten. No, sir. 

Senator Fercuson. Who sustained them? 

General Hamsien. The Japanese. 

Senator Frrcuson. Did you ever know the Japanese Government 
to give any of their people any money like this in the colonies? 

eneral HamMBLEN. Yes, sir. 


AID FROM JAPANESE GOVERNMENT 


Senator Fereuson. How much did the Japanese spend in here? 

General Hameten. As a part of the homeland, I am not in a posi- 
tion to say accurately, but it was in the neighborhood of $6,000,000 
a year, every year. 

Senator Fercuson. In what form? 

General Hameten. In the form of either projects or grants-in-aid. 
They used the Ryukyus as a defense area the same as we are using 
them. They subsidized them in order to be able to use them. 

Senator Frercuson. Is this a mandated island now? 

General Hamnten. No, sir. 

Senator Frrevson. What is this island? 

General Hameten. It is not an island, there are 105 islands. This 
is the largest one. 

Senator Frrcuson. The largest one? 

General Hampten. Yes, sir; and we are responsible for its govern- 
ment under the terms of the Japanese Peace Treaty. ? 


POPULATION 


Chairman McKetuiar. About half of the people live there now! 

General Hameten. Yes, sir. There are about a million people of 
whom 550,000 or 600,000 live in Okinawa. 

Senator McCrietuan. Do we have bases over there? 
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General Hampien. We have an enormous base and we are spending 
an enormous amount of Army appropriations for airplane bases, quar- 
ters, barracks, and that is where most of this money is. 

Senator Fzreuson. What are we going to do with them after we get 
the buildings built? How are we going to keep the economy going / 

Senator ELLenper. They are going to be servants to the people you 
have on that island. That is the plan; is it not? 

General Hameien. It is my estimate we will have to continuously 
give them a grant-in-aid for approximately $6,000,000 a year. 


STANDARD OF LIVING 


Senator Fzreuson. What are we trying to do with these people? 

General Hampien. We are trying to give them a standard of liv- 
ing somewhat comparable to what they had prior to the war. We are 
not attempting to raise their standard to the American level. We are 

iving them that so there will not be disease and unrest, and they will 
Ge sufficiently happy so that we will not have to spend a lot of time on 
police forces and that sort of thing. It is a very primitive economy. 
They are getting about 2,150 calories of food a day, and they are 
largely agricultural people. 

Senator Frercuson. For that climate it is sufficient; is it not! 

General Hamsten. It is not as much as they had prior to the war. 

Chairman McKetuar. As I understand it, they are the gateway 
into the Japan Sea and the Yellow Sea and to Japan? 

General Hams.en. Yes, sir. The chain of islands runs from For- 
mosa to Japan as part of the regular chain, and one of our principal 
air bases is on Okinawa. 

Mr. Jounson. I would like to answer the question as to what we are 
trying to do with the people. 

Senator Frercuson. Yes. 

Mr. Jounson. I think what we are trying to do is just get a mili- 
tary bastion. If we had the island without the people we would like 
it better, probably. 

Senator Frerauson. You mean then we have got to buy their friend- 
ship ¢ 

Mr, Jounson. No; I mean that America is committed to the prin- 
ciple of not going in and creating an empire. And you have to take 
into account the rights of the natives in the area. You cannot ride 
roughshod over them. 

Senator Frercuson. You mean to give them the houses after we built 
them and then allow them to charge rent ? 

Senator Ettenper. Senator, that is what we did in Bonn, you know. 
We built the beautiful office buildings in Bonn and nice residences. 

Senator Ferauson. Of course, I am not for that. 

Senator ELLenper. I know you are not, but it is on the same prin- 
ciple. We are going to have to rent those buildings back from the 
Germans. 

Senator Ferauson. The average farmer in Germany has a better 
and more costly home than the farmers of Michigan, and I will not 
ask the Michigan citizens to contribute money to increasing their 
standard of living, to give them better housing, and so forth. 

Senator Kircore. Could I ask a question ¢ 
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Chairman McKetuar. Yes. 

Senator Kizcorr. On Okinawa, prewar, what part of the island was 
arable, productive of food crops? 

Mr. Jonnson. We can get that percentage figure. I could say that 
for airfields and roads and right-of-way and military installations 
we are taking approximately 10 percent of the arable land away from 
them. 

Senator Kircore. Let us get the answer to the question I asked. 

General Hamnten. I have it. 


LAND RENTALS 


Senator Frerauson. Are you paying any money for that land? 

General Hameien. We have not yet; but do you mean land we are 
using ? 

Senator Fereuson. Yes. 

General Hampien. Yes, sir; we will pay rent. 

Senator Fercuson. On what basis are we going to pay rent? 

General Hamerien. On the normal rental value as established by the 
local situation. 

Senator Ferevson. Do you know how much it will be? 

General Hameten. A ridiculously low figure. 

Senator Kricorr. Could I get an answer to my question and then 
get back to Senator Ferguson’s question ? 


BREAKDOWN OF LAND ACREAGE 


General Hameuen. Yes, sir. In Ryukyus there are 826,333 acres. 
There are 24,000 acres of cultivated paddy land; 123,000 acres of 
cultivated uplands; 53,000 acres of arable land which is not actually 
cultivated; 474,000 acres of forest; 99,000 acres of grassland; and 
51,000 acres of miscellaneous acreage. 

Senator Kireore. That is for the whole group? 

General Hamsrien. That is one island, Okinawa. 

Senator Kiugorr. And you are taking about 10 percent of what? 
The paddy land? 

General Hampien. No, sir; 10 percent of the total land, arable land, 
in the Ryukyus. 

Senator Kitcorr. How much would that amount to—10 percent of 
the arable land? 

Senator ELLenper. About 60,000 acres. 

Senator Kincore. About 60,000 acres ? 

Senator Fereuson. 60,000 acres is how many square miles? 

Mr. Jounson, About forty-some-thousand acres. 

Senator Fercuson. How many square miles is that? 

Senator Etitenper. It is less than 10 percent. 

Senator Kincore, About 94 square miles. 

Senator Fercuson. How many air bases are we are putting in? 

Senator Kirgore. Will you let me finish, please? 

Senator Fercuson. Yes. 

Senator Kitcore. Was the total of that arable land utilized before 
the war? - 

General Hamesren. I am sure it was in that area, yes, sir; because it 
is one of the best farming areas in the whole island. 





SUPPLEMENTAL APPROPRIATION BILL, 1953 209 


Chairman McKetuar. And they raise rice and sugar? 

General Hamsien. Sugar and sweet potatoes. 

Senator Kireore. So we have 10 percent of their arable land that 
we have taken away from them for bases? 

General Hamsien. Yes, sir. 

Senator Kiteore. Which is in need of replenishment. That, plus 
the fish, was the only thing they had for living; is that right ? 

General Hams.en. Before the war they exported sugar to Japan, 
and their principal food is sweetpotatoes. 

Senator Kizcore. Not rice? 

General Hamsien. No, sir. 

Senator Kircore. What did the paddies produce? You talked 
about paddies. What did they produce in what they called the paddy 
land ? 

General Hamexen. Rice. 

Senator Kitcore. That was exported also? 

General Hameten. I do not think they exported any rice, sir. They 
exported a small amount in return for a different variety of imported 
rice, 

Senator Kiicorr. So we have taken approximately 10 percent of 
their potential crops away from them by our improvements ? 

General Hamsien. Yes, sir. 


LOCALS HIRED BY ARMY 


Senator ELtenper. What percentage of the working class of people 
on the island are hired by the Army or by the Air Force or whatever 
group it is? 

General Hamerten. Approximately 60,000. 

Senator ELtenper. Out of how many ? 

General Hamesien. There are about 550,000 total people on the 
island. 

Senator ELLenper. You are including children. I am talking about 
the working people now. 

Senator 'rreuson. Do you mean we hire 60,000 people ? 

Senator Extenper. Sixty thousand people. 

Senator Kitcorr. That is 10 percent of their total population. 

General Hamsien. It is more than 10 percent. 

Senator Kireorr. No, you are counting children and everything. 
That is 10 percent of the total population. 

General Hampten. Yes, sir. 

Senator Kiteore. It would have to be among adults in your em- 
ployment. 

General Hameren. That is right. 

Senator ELtenper. Among those employed, are they all working on 
the airfields, or do they work on service for some of your officials on 
the island ? 

General Hampren. No, sir; there are no natives employed as ser- 
vants for any of our people with appropriated funds. 

Senator Etitenper. There is employment, though, and that is paid 
by whom ? 

General Hamsien. The individual. 

Senator Eirenper. Both civilians as well as military ? 

General Hamerien. Yes, sir. 
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HIRING OF SERVANTS 


Senator Ettenpver. Has the practice in the past been to pay any of 
these servants hired out of appropriated funds? 

General Hamsien. No, sir; I think not. Maybe General Lewis 
can answer that. 

General Lewis. It has never been on Okinawa, sir. 

Senator Exxenper. It has all been paid out of funds of the indi- 
vidual hiring the servant ? 

General Lewis. Yes, sir. 

Senator Exttenper. Whether civilian or military? 

General Lewis. Yes, sir. 

Chairman McKeiiar. How much do they pay maids? 

General Lewis. Maids are paid $10 a month and up to $15 a month. 
I have three servants in my house for a total cost of $45. 

Senator Eitenper. Do you have to feed them ? 

Chairman McKetxiar. What about the 60,000 men? 

General Lewis. The average salary for the laborers is $24 a month. 

Senator Kircorr. Are those domestic employees privately employed 
in addition to the approximately 60,000, or is that a part of the 60,000 
employed? In other words, are the 60,000 you are talking about on 
the public payroll? 

General Lewis. No, sir; that includes the servants. 

Senator Krreore. So that the public payroll does not include the 
whole 60,000? 

General Lewis. No, sir. 


PUBLIC PAYROLL 


Senator Kircore. How many of the 60,000 are included on the public 
payroll? 

General Lewis. About 40,000, including those working for the con- 
tractors doing construction work with appropeiated funds. 


Senator Frravuson. Will you answer the whole question again? 
What was the first you said before you got to “including” ? 

General Lewis. Of the 60,000 Ryukyuans employed by the occupa- 
tion force, about 40,000 of them are paid by some appropriated funds. 

Senator Frereuson. For construction ? 

General Lewis. Either for construction or for those people who 
work directly for the military: for example, the people who operate 
the power plants, those people who work for the district engineer 
as carpenters, and so on. 

Senator Frercuson. That still leaves 20,000 to do what? 

General Lewis. Those are the people who are employed by private 
individuals employing servants. 

Senator Frereuson. I know, but you told us there were 60,000 on 
Government money. 

General Lewis. No, sir. 

Senator Fereuson. No? Twenty thousand are not on Govern- 
ment funds? 

General Lewis. That is correct, sir. 

Senator Frerevson. And 40,000 are on Government funds? 

General Lewis. Yes, sir. 

Mr. Jonnson. And those on Government funds include those work- 
ing for the contractors. 
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ENTERTAINMENT FUND 


Chairman McKetuar. Let me ask you what this is on page 24 of 
the bill. It says: 

Not to exceed $2,000 for contingencies for the United States commanders, com- 
missioners, or other administrators of foreign areas, to be expended in their 
respective discretions. 

Does that mean the salaries of all officers and employees in that 
category will be increased by that amount? 

General Lewis. No, sir. The $2,000 is the fund used by the com- 
manding general of the Ryukyus command for the entertaining of 
dignitaries of the local government and any foreign dignitaries. 

Chairman MoKetuxar. It is more than that, apparently. It says: 
Not to exceed $2,000 for contingencies for the United States commanders, 
commissioners, or other administrators of foreign areas, to be expended in their 
respective discretions. 

Is that not $2,000 a year in addition to the salary? For instance, 
if you are stationed there, in addition to your salary ? 

General Lewts. No, sir; that is not correct, sir. It is not available 
to me. I am the civil administrator, but it is not available to me. 
It is available to the commanding general of the Ryukyus com- 
mand. 

Chairman McKetuar. It does not say so here. It says: 

United States commanders, commissioners, or other administrators of foreign 
areas, to be expended in their respective discretions. 

That is pretty broad language. That is about as broad as you can 
make it. 

General Lewis. Yes, sir. 

Chairman McKetuar. If I was over there and was a justice of the 
peace over there I could get $2,000. 

Senator Kucorr. Is it one $2,000 item or a $2,000 item for each 
person ? , 

General Lewis. It is one $2,000 item. 

Chairman McKetuar. Just one $2,000 item ? 

General Hamsien. Just one $2,000 item. 


CONSULTANTS 


Senator Frerauson. Who are these people that get $50 a day? To 
whom are we paying $50 a day, and how many people have we at 
$50 a day? 

General Lewis. We have none. 

General Hameten: None right now. We have sent experts, con- 
sultants from the United States. 

Senator Frrauson. Why do you need photographic work con- 
sultants at $50 a day? I know a lot of good sergeants in the Army 
that are good photographic people and they do not get $50 a day. 
Where would you want translators at $50 a day and educational 
people at $50 a day and dissemination of information at $50 a day? 

General Hamsien. We do not do anything like that, sir. 

Senator Ferauson. Why do you want that in this bill, then? 
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General Hampten. Because we want authority to pay up to $50 a 
day for particular people who are experts in their line in order to get 
the proper people. 

Senator Fmrzuson. Do you pay their transportation out there? 

General Hampten. Yes, sir. 

Senator Fereuson. And you pay it back? 

General Hamsten. Yes, sir. Well, they go on military transports. 

Senator Ferauson. But that is still paying their way? 

General Hampten. Yes. sir. 

Senator Frreuson. And you would pay them up to $50 a day? 

General Hameten. Yes, sir. 

Senator ELLENDER. Not while they travel ? 

General Hameren. No, sir; not on actual travel time. 

Senator Frrcuson. Well, after they get there a person working in 
Okinawa would get up to $50 a day! 

General Hamsten. No, sir. 

Senator Fercuson. It saysso. It says $50 a day, and we give you 
diseretion to pay that om 

General Hamsien. Yes, sir; but we put in the amount of money 
which limits us. 

Senator Fercuson. How much are you putting in? 

General Hamsten. I will give it to you. 

Chairman McKetuar. There is a vote and we have to get to the 
floor. 

(A short recess was taken.) 

Chairman McKetiar. We will proceed. Have you any questions, 
Senator Knowland? 

Senator KNow.anp. I have no further questions. 

Chairman McKetxar. Did the other gentlemen get through, Mr. 
Secretary? They were asking you some questions. 

Mr. Jounson. They were asking us a question about the $50 fee 
to consultants, and I would like to point out that that is the maximum 
fee. The second thing I would like to point out is that on Okinawa 
it is a very removed spot and it is extremely difficult to attract 
competent top level administrative personnel like the person that 
would be running a power plant, for instance. If we get some top 
utility people to go out sea we are just not going to get them 
for nothing. As you know, $50 a day on a consulting basis comes 
to approximately $15,000 a year. I will point out that. not a very 
large number of people that get that. In fact, it is very few. It is 
on a consulting basis and therefore on a short-term basis. 

Chairman McKetiar. However, that is more than a United States 
Senator gets. 

Mr. Jounson. I would like to go on record as saying that I think 
Senators ought to get subst: intially more than they get now, and I 
would not want to put a ceiling on it. 

Senator KNow.Lanp. How many consultants do you have? 

General Hameien. It varies from year to year. As a guess, I 
would say we had not more than 10 last year at Okinawa. ‘We had 
a considerably larger number in Japan. 

Chairman McKetxar. Does that take in the whole thing? 

General Hampien. Yes, sir. This year we may have four or five. 
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TYPE OF CONSULTANTS 


Senator Know.anp. What type of consultants are they ? 

General Hampeten. Mr. Johnson mentioned one, We are opening 

a power plant and we have to know basic information as to rates 
to charge, how the plants should be run. The particular one I know 
we are going to send is a high-level educator. He will probably 
be some ‘dean of some college, or somebody of that caliber, who will 
spend from 30 to 60 days out there to help us get the educational 
system on a proper running basis. 

Senator Eutenver. When would his pay start? From the time he 
leaves here? 

General Hampien. It would start actually from the time he leav es 
his home. 

Senator ExLenper. Does he get $50 from that day on? 

General Hamsien. Working days, 5 days a week. 

Senator ELtenver. If you are going to transport him to Okinawa 
it ought to take—— 

General HamBien. Three days. 

Senator KNowLanp. Flying? 

Senator Evtenper. Oh, flying. 

Senator Konwianp. It is kind of a portal to portal arrangement. 

Senator Evtenper. I thought somebody said something about 

ransports. 

General Hameten. Military air transports. 

Chairman McKe war. Let me ask you a question at this point, Gen- 
eral. I am interested in that power plant. 

General HampBien. Yes, sir. 


POWER PLANT ON OKINAWA 


Chairman McKertuxar. I started a power plant in this country, the 
Tennessee Valley Authority and other plants down there, and what 
I wanted to ask you is this: Do you treat those the same as you do your 
houses, turn them over to the Government and buy the power from 
the power plant after you get it? 

General Hampren. Yes, sir; essentially. 

Chairman McKetrar. That is not good business. 

General HamBien. The theory behind that, sir, was that it was bet- 
ter to give them some substantial continuing income rather than to 
continue to hand out each year a certain amount of money. And if 
we could put money into a power plant it would—— 

Chairman McKetiar. Was that plan evolved by the Congress or 
by somebody else ? 

General Hampien. It was evolved by Under Secretary Voorhees 
when he was Under Secretary of the Army. It has been approved by 
the Congress. 

Chairman McKetiar. When was it approved by the Congress? I 
never heard of that plan of building dams or building houses or build- 
ing other structures and giving it to the local government and then 
paying rent for it and paying for the power. I have been here a long 
time, too, and I have a fairly good memory. 


‘ 
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Senator Ettenper. What portion of this power plant is being paid 
for in counterpart funds? 

General Hamsten. None of it, sir; no counterpart funds. 

Chairman McKetxar. There is one thing I like about the General, 
he is outspoken about it. 

Senator Kizcorr. Do we pay for the power we use from that plant? 

Mr. Jounson. Yes, sir. 

General Hamsten. Yes, sir. 

Mr. Jounson. I would like to point out this: We have so many 
people to take care of, and so much of a gap between the amount 
necessary to sustain these people and the amount that they can produce 
and export themselves and take care of themselves, we have got the 
choice as long as we are staying in there of either going in and dis- 
regarding them completely, or we have a choice of appropriating 
money year in and year out to give them, let us say, subsistence. If 
you give them subsistence as long as you are in there you have got that 
burden around your neck. If you turn around and give them some 
earning assets you are at the same time educating them to take care 
of themselves and at the same time you are letting them earn some- 
thing, and you make the appropriation once, and then they can sell 
a substantial amount of that power to their own population. We do 
not take all of that power, a lot of that power is sold directly to the 
rest of the going businesses, and so forth, in the area. 

Senator Kitcore. Have we weaned them away from the beautiful 
oriental custom of cumshaw ? 

Mr. Jounson. We hope we have. 

Senator Kircore. Because I have had to deal with oriental officials 
too much. The cumshaw is liable to be quite sizable, if you do that. 

General Hamepien. We turned the operation over to a company 
organized and hired by us. 


NUMBER OF POWER PLANTS 


Chairman McKerxar. General, how many plants do we have? Are 
they waterpower plants, or what? 

General Hamsten. No, sir; steam plants. 

Chairman McKetxiar. How many have we got? 

General Hamprien. We have six very small broken-down power 
plants now, which are very expensive to operate. 

Chairman McKetxiar. How many kilowatts in all? 

General Hams.ien. The present kilowatts? Do you know that? 

General Lewis. I do not know. The one we are building with the 
funds is 46,000 kilowatts. 

Senator Kireorr. Do they have a source of fuel for those power 
plants? 

General Lewis. We import the oil for it. 

Senator Kueorr. They are oil-burning plants? 

General Lewis. Yes, sir. 

Senator Kireorr. In other words, there is no hydro power available 
on the islands? 

General Lewis. No, sir. 

Senator Kircore. And no coal? 

General Lewis. No, sir. 
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Senator Kireore. And nothing that could be used for fuel ? 

General Lewis. There is a small amount of coal there. A study 
was made, and it is too low a grade of coal to be used for that type 
of electric plant. 

Senator Kircorr. We are using lignite in the United States of 
America. 

Chairman McKe tar. Is it hot there? 

General Lewis. Not as hot as it is in Washington. The maximum 
temperature is about 92. The humidity is high, it never gets below 
41. 

Senator Kireore. Is it a lower grade of coal than the lignite in the 
Southwest ¢ 

General Lewis. Yes, sir, it is about a low-grade lignite, sir. 

Senator Kneore. All right. Do not call it coal, please, then. 

Chairman McKetxiar. Are there any further questions? 


PREPARED STATEMENT 


General Hampien. May I insert in the record a short prepared 
statement which I had intended to put in? 

Chairman McKetuar. Indeed you may. 

(The statement referred to follows :) 


STATEMENT OF Bric. Gen. A. L. HAMBLEN, DEPARTMENT OF THE ARMY, CHIEF OF 
THE OFFIce or Crvi~ AFFAIRS AND MiLrrary GOVERNMENT 


Mr. Chairman and gentlemen, I am Brig. Gen. A. L. Hamblen, Chief of the Office 
of Civil Affairs and Military Government, Department of the Army. I am privi- 
leged once again to appear before a Senate committee to assist in the justifica- 
tion of the Army’s request for funds for Government and Relief in Occupied 
Areas (GARIOA) for the fiscal year 1953. 

We are requesting the Congress to appropriate $11,810,000 for fiscal year 1953, 
and are also requesting that you extend to June 30, 1953, authority to expend 
$1,725,000 which the Congress appropriated for fiscal year 1950. 

For fiscal year 1952, the Congress appropriated $15,802,445 for the same pur- 
poses for which we are now seeking $11,810,000. Of the $11,810,00, $9,400,000 is 
requested for economic aid for the Ryukyu Islands. For fiscal year 1952, $12,- 
841,945 was appropriated for this economic aid. 

The fiscal year 1953 request carries $620,000 for the civil information and 
education program for the islands, as compared with $776,000 for fiscal year 1952. 
For over-all administrative purposes in the Ryukyus, in the Headquarters, 
Department of the Army, and in Trieste, we are requesting $1,790,000 as com- 
pared with $2,184,500 for fiscal year 1952. 

For administrative purposes in the Ryukyus we are requesting $1,490,000 for 
fiiseal year 1953 as compared with $1,639,000 for fiscal year 1952. For use in 
the Department of the Army we are requesting $206,480. For fiscal year 1952, 
$444,000 was appropriated. The large reduction is due primarily to the fact that 
most of our civil-affairs responsibilities in Japan were terminated with the com- 
ing into force of the Japanese peace treaty. For Trieste we are requesting 
$93,570 as compared with $101,500 for fiscal year 1952. 

On a percentage basis, 80 percent of the requested funds is for economic 
aid for the Ryukyus, 15 percent is for over-all administrative purposes, and 5 
percent is for the Civil Information and Education Program in the Ryukyus. 

In order that there be an understanding of the aim of our civil administration 
in the Ryukyus, I would like to repeat what I testified before the House Appro- 
eT Committee concerning our objectives in these island. They are four- 

old. 

First. The establishment of a standard of living comparable to that before 
World War II. 

Second. The development of a sound governmental financial structure look- 
ing toward the early placing of the islands on a self-supporting basis. This re- 
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quires a long-range economic plan with maximum participation by and through 
the efforts of the Ryukyuans themselves. 

Third. Self-government in accordance with democratic principles. 

Fourth. Cultural and educational development with proper regard for the 
traditional culture of the inhabitants. 

When the justification documents were compiled for the information of the 
Congress, it was our estimate that the dollar imports required to sustain the 
Ryukyuan economy would be $40,594,000, and that her dollar earnings would 
be $31,194,000, leaving a deficit of $9,400,000 to be met by GARIOA appropriations. 
Since that time, experience has showed that both the import requirements and 
the dollar earnings were underestimated, but that the deficit remains the same. 

From an economic point of view, the presence of our military forces in the 
Ryukyus is both a benefit and a retarding influence. We employ over 60,000 
natives, and our people spend considerable amounts of money for purchase of local 
products. These two factors make up the principal earnings of dollars which the 
Ryukyus need to import their necessities. At the same time, the presence of our 
forces requires that a higher standard of health and sanitation be maintained. 
More police are required to assure that traffic is properly handled and that other 
police protection is adequately provided. The wear on the civilian-maintained 
road system is greatly increased by the heavy military usage. On Okinawa, 
which is the principal island and which holds over half of the nearly 1 million 
inhabitants of the islands, approximately 10 percent of the arable land is 0c- 
eupied by military installations. These are some of the factors which bring a 
direct added burden to the native economy. 

With the $9.4 million which we are requesting for economic aid, we pro- 
pose to buy only basic foods, fertilizers, and petroleum products. The other 
requirements of the islands will be purchased with nonappropriated funds. The 
items purchased with GARIOA funds are turned over to the proper agency of 
the Ryukyuan Government and sold through normal commercial channels, The 
local funds which are received from the sale of these items are deposited in a 
counterpart fund. These funds are used to assist in the support of Ryukyuan 
Government, for grants-in-aid to local municipalities for essential projects which 
are beyond their capacity to fund, and for agricultural and banking loans. The 
fund and all its transactions are supervised by the civil administrator. 

In addition to a new appropriation to meet the import deficit, we are requesting 
that the Congress authorize the extension until June 30, 1953, the time during 
which $1,725,000 of GARIOA funds which were appropriated for fiscal year 1950 
for economic aid in the Ryukyus may be spent. These funds were appropriated 
for capital expenditures in various construction projects of economic value to 
the islands. From fiscal year 1949 through fiscal year 1952, a total of approxi- 
mately $35 million was appropriated for this purpose. But for the Korean 
war, it is believed that the program would have been completed prior to June 
30, 1952. However, due to misadventures, principally due to the war, $1,725,000 
will be required to complete three of the projects after June 30, 1952. Due to 
the limitation on the use of these funds, they will not be available without con- 
gressional action. The three projects are: An electric power plant, a road con- 
struction project, and a harbor development project. The power plant is approxi- 
mately 90 percent complete, the road program 70 percent complete, and the 
harbor project 88 percent complete. In each case, the failure to comp'ete was 
due to factors beyond the contractors’ control. Failure to complete the projects 
will have a retarding effect on the economy of the islands. In the case of the 
power plant, there will be a direct loss of revenue which we had counted on 
receiving during fiscal year 1953. 

In addition to these funds for economic aid for the Ryukyus, we are requesting 
$620,000 to conduct a civil information and educational program in the islands. 
The program divides itself into two parts. By use of movies, the radio, news- 
papers and periodicals, arts and crafts exhibits, lectures, and other informational 
media, we hope to increase the educational level of the people, to give them an 
understanding of democracy as practiced in this country, and so to influence 
them to handle their own problems in a democratic manner. Next, we bring 
students and native leaders to the United States for schooling and indoctrina- 
tion. The funds we are requesting for this portion of the program will bring 59 
students to the United States for a school year, will permit 55 to remain here an 
additional year, will bring 11 national leaders for an average ef 90 days each, 
and will send one educator to the islands for a like period. Because of the great 
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lack of qualified natives in all fields of education and governmental activities, 
much effort is being expended in producing such people through this program. 

Because of the lack of native leadership in many of the essential governmental 
agencies, we are compelled to retain a relatively large number of United States 
civilian employees to supervise and in many cases actually operate the machinery 
of government. Each year we have succeeded in reducing the number of such 
employees, and are striving continuously to place greater responsibilities on the 
natives. For fiscal year 1953 we are requesting $1,490,000 to maintain an average 
strength of 200, as compared with an average strength of 226 for fiscal year 1952. 
As long as we are appropriating funds to assist the economy of the islands, and 
as long as we require a friendly and reasonably efficient native government, it is 
to our advantage to furnish a capable and adequate supervisory staff of United 
States civilian employees. 

To supervise the field agencies engaged in GARIOA activities, to furnish policy 
guidance in all elements of government in occupied areas, including Trieste, the 
Office of Civil Affairs and Military Government has been established in the 
Department of the Army. I am its present Chief. To pay the civilian employees 
of this office, we are requesting $206,430. This will maintain an average strength 
of 38. This is a 50-percent reduction from fiscal year 1952. 

Finally, we are requesting $93,570 to pay Department of the Army civilian 
employees engaged in civil affairs activities ir Trieste. This will maintain an 
average of 12 persons. The civil affairs personnel employed in Trieste are sup- 
ported on a parity basis between the United States and the United Kingdom. The 
State Department supports a part of the United States contribution. 

We have brought from the Ryukus, Brig. Gen. James M. Lewis, the Civil Admin- 
istrator, so that you might get first-hand information of any question concerning 
our GARIOA activities in that area. 


Mr. Jounson. Thank you, Mr. Chairman. 
Chairman McKe..ar. We are very happy to have seen you, sir. 


ECONOMIC STABILIZATION AGENCY 
SALARIES AND Expenses 


STATEMENTS OF ROGER L. PUTNAM, ADMINISTRATOR, ECONOMIC 
STABILIZATION AGENCY; ELLIS G. ARNALL, DIRECTOR, OFFICE 
OF PRICE STABILIZATION; TIGHE E. WOODS, DIRECTOR, OFFICE 
OF RENT STABILIZATION; BENJAMIN AARON, VICE CHAIRMAN, 
WAGE STABILIZATION BOARD; DONALD PENDLETON, VICE 
CHAIRMAN, SALARY STABILIZATION BOARD; AND BEN POSNER, 
BUDGET ADVISER TO THE ADMINISTRATOR 


APPEAL OF HOUSE ACTION 


Chairman McKetuar. Very well, Mr. Putnam, you may proceed. 
We will put your justification in the record at this point. 
(The justification referred to follows :) 


JUNE 30, 1952. 
Hon, KENNETH MCKELLAR, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington 25, D.C. 


Dear SENATOR McKettar: This has reference to the supplemental appropria- 
tion bill, 1953, H. R. 8370. 

In passing this bill on June 28, the House of Representatives reduced the 
amount requested by the President for the Beconomic Stabilization Agency from 
$103,250,000 to $57,130,000. The appropriation for the Economic Stabilization 
Agency includes funds*for the Office of Price Stabilization, Office of Rent Stabili- 
zation, Wage Stabilization Board, Salary Stabilization Board, Railroad and 
Airline Wage Board, and the Office of the Administrator. 
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The amount provided by the House is grossly inadequate to support the kind 
of stabilization program intended by Congress in extending the Defense Produc- 
tion Act for another 10 months. I therefore respectfully request that your 
committee increase the 1953 appropriation for the Economic Stabilization Agency 
to a total of $93,069,000. This amount is adjusted to take account of the 1952 
amendments to the Defense Production Act, including the termination of our 
functions on April 30, 1953, and liquidation costs for May and June 1953. 

I realize that the committee’s time is very limited; however, it is my firm con- 
viction that the extension of the stabilization program voted by Congress on 
June 28 will be almost meaningless if more adequate funds are not provided for 
its effective administration. I will appreciate a brief hearing at such time as 


the committee can provide to enable us to present our case. We will be avail- 
able at your convenience. 
Sincerely yours, 


Roger L. PutnaM, Administrator. 
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STATEMENT OF THE EFFECTS OF HOUSE ACTION ON 1953 APPROPRIATION REQUESTS, 
EcoONOMIC STABILIZATION AGENCY 


OFFICE OF THE ADMINISTRATOR 


The President requested $465,000 for the Office of the Administrator. The 
House appropriation would allow $350,000. The Administrator will start the 
year with 66 positions. This represents a reduction from a peak of 78 reached 
during the past year. It was proposed to further reduce this office during the 
fiscal year 1953 to 58 positions at the end of the year. In order to stay within 
the House allowance it would be necessary to drop 21 people during July and run 
the office during the balance of the life of the program with a staff of only 45. 
Such a reduction would seriously cripple the Administrator in carrying out 
the functions set forth in the law. It would impair effective coordination of price 
and wage policies, and the adequate discharge of other stabilization responsibili- 
ties including the relationship of the direct controls with other aspects of the 
defense mobilization program, including production, procurement, manpower, 
and credit controls. The cut would reduce the staff at the very time that it 
needs to be strengthened to cope with the changes in policy and relationships 
brought about by the 1952 amendments of the Defense Production Act. 


OFFICE OF PRICE STABILIZATION 


The action by the House of Representatives, in reducing the amount requested 
for the Office of Price Stabilization, will in our opinion permit the carrying out 
only to a limited degree of the congressional dictate contained in title 1V of 
the Defense Production Act, as amended. 

The following table shows a comparison between the estimated personnel 
for the Office of Price Stabilization during the fiscal year 1953 as contained in 
the President’s budget request, and the number of employees possible under the 
recommended allocation to the Office of Price Stabilization of $36,500,000 based 
upon the appropriation bill as approved by the House of Representatives : 


Estimated 2 Estimated 
cama Estimated || Estimated 
es at beginning |! “=> cmae at beginning 
President's | 0 month, President's of month, 
| aeee | mouse bill ~}} ae House bill 
| budget | budget 
| sina iicicial lisp asia ab Ie site eraaetcttiietly 
| 
12, 129 12, 129 | January 11, 169 5, 200 
SN suited butinrpenang 11, 969 | 5, 200 || February att, 11, 009 5, 200 
September 11, 809 | 5,200 |} March __- ea 10, 849 5, 200 
October | 11, 649 | 5, 200 || April. .-- ‘ 10, 750 5, 200 
November......-.-..-- 11, 489 | 5.200 || May...- ae 10, 750 640 
December 11, 329 Bee NG cei onde cscsccen 10, 750 300 


SS eS eee | 





The last column assumes continuation of the present staff of -the Office of 
Price Stabilization for the month of July 1952, during which time reduction-in- 
force notices must be issued to 6,929 employees. The remaining 5,200 will serve 
as the operational staff of the agency until the expiration of the Defense Pro- 
duction Act on April 30, 1953. The employment shown for the months of May 
and June 1953 are employees to be engaged in liquidating the agency. It is 
assumed that liquidation will continue for 4 months into fiscal year 1954. Of 
the staff of 5,200 it is believed that the best distribution will call for the employ- 
ment of 1,800 in the national office, a cut of approximately 700 persons, and a 
field staff of 3,400, a reduction from current employment in excess of 64 percent. 
In order to accomplish the reduction in the field, it will be necessary to elimi- 
nate a number of district offices completely and drastically reduce the others. 
We plan to retain all the regional offices, but their staffs will be cut in excess of 
50 percent. 

In the administration of ceiling price regulations, serious operational diffi- 
culties are expected. The chief complaint today with respect to the operations 
of OPS is the delay in processing price actions with respect to individual business- 
men. This situation will be greatly aggravated due to the reduction in staff. 
The result of the delay will be either the encouragement of noncompliance on 
the part of the businessman who will not or cannot wait for an™answer from 
OPS, or hardship on the part of the businessman who conscientiously follows 
the price regulations. The workload of the agency with respect to the process- 
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ing of individual price actions has been rendered more burdensome by reason of 
the amendments incorporated in the Defense Production Act just passed by the 
Congress. While the amended act relieves OPS from some minor workload with 
respect to the control of fruits and vegetables, it definitely increases the potential 
work by requiring the application of the Herlong amendment to regulations 
issued prior to July 31, 1951, and by other technical procedural requirements 
imposed on the agency. 

This major amputation of personnel will have a general weakening effect upon 
the price stabilization program. The efforts of the agency to obtain compliance 
with its regulations will have to be reduced to a minimum since it is to be expected 
that almost our entire staff will be engaged in activities pertaining to the admin- 
istrative requirements of the price regulations. As a result, there simply will not 
be enough people in the field to distribute regulations to the trade, explain their 
contents, and bring about voluntary compliance with them. The enforcement 
staff will be reduced so as to permit investigation of only the most flagrant viola- 
tions. Delays also may be expected in the issuing of legal interpretations to 
OPS regulations and in the revision or amendment of existing regulations to 
meet changing economic conditions. 

It is assumed that the action of the House in cutting the amount requested 
for the operations of OPS is based upon a desire to effect an economy without 
reduction in efficiency ; however, the drastic curtailment in necessary personnel 
will reduce the efficiency of the agency’s operation. Governor Arnall regards 
itas one of his primary responsibilities to ensure that this agency is run as eco- 
nomically as possible, so that the load on the American taxpayer is held to a 
minimum, His strong personal concern for economy is reflected by the action 
he took immediately after being appointed Director of Price Stabilization. 
Although funds were available to build the OPS staff to a total of 14,500 em- 
ployees, he directed that the employment goal be reduced so that it would not 
exceed 12,500 employees. In the 1953 budget he has planned a further reduc- 
tion of nearly 1,500 people. The budget represents the calculated risk based 
on their appraisal of the economic conditions likely to prevail during 1953. If eco- 
nomie conditions change so as to increase inflationary pressures, it may develop 
that an appropriation larger than that contained in the President’s budget will 
be required. Conversely, if inflationary pressures decrease substantially, the 
financial and personnel requirements will be reappraised as they were earlier this 
year. 

It is his belief that the action of the House has done more than to force 
smaller payrolls in OPS offices. This cut in funds is so very severe that the pur- 
pose and intent of Congress in passing the Defense Production Act can be met 
only to a very limited degree. 

He therefore urges that every effort be made to amend the House bill so that 
it will provide an amount of $62,000,000 for the Office of Price Stabilization. 
This amount will permit operations at the level requested in the President’s 
budget for a period of 10 months and will cover liquidation expenses during May 
and June 1953. 

OFFICE OF RENT STABILIZATION 


As of July 1, 1952, there will be approximately 2,900 employees in an actual 
pay status engaged in conducting the rent stabilization program. This is exclu- 
sive of all vacancies and represents the minimum staff required through Septem- 
ber 30. It is estimated that liquidating activities during the months of May and 
June 1953, will cost $212,900 and that the terminal leave payments will amount 
to a total of $2,022,750. The remaining balance will finance only 1,626 employees 
for the period October 1952 through April 1953, requiring the separation of 
1,274 employees on September 30, 1952, whereas our estimated actual require- 
ments for this 7-months period are an average of 2,298 employees, or 667 more 
than the available funds will cover. 

It can reasonably be expected that affirmative action by local governing bodies 
to continue rent controls beyond September 30, 1952, will be taken in most of 
our large industrial cities, and in many of the smaller communities now under 
rent controls. In large industrial areas, a large percentage of rental units are 
in the lower brackets, where there are always numerous requests for adjustments 
requiring inspections and investigations. 

It appears at this time that the major impact of the drastic reduction in per- 
sonnel will be the substantial elimination of the inspection and investigation 
phases of the program, although experience over the years has indicated that 
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the making of adjustments without inspection of the rental accommodations 
results in inequities. 

It is also a fact that the local rent advisory boards will not make recommenda- 
tions concerning adjustments unless there is an inspection of the rental accommo- 
dations, and it is our opinion at this time that the lack of adequate personnel to 
make inspections would result in a very serious disruption of the effectiveness 
of rent advisory boards in administering the rent stabilization program at the 
local level. 

Another effect of the cut will be to reduce compliance activities, with the result 
that there would be very ineffective curbs on violations of the maximum rent 


regulations. 
WAGE STABILIZATION BOARD 


The $7,500,000 budget for the Wage Stabilization Board for the fiscal year 
1953 would, in effect, be another way of killing a wage stabilization program. 
As you gentlemen well know, there are two ways to kill a program: (1) Through 
legislation, and (2) through appropriations. It is our sincere conviction thut 
a wage stabilization program cannot be had for anything like $7,500,000. 

Last year when the ESA made a tentative allocation of $11,500,000 to the 
WSB, it was the unanimous conviction of the Board that $11,500,000 was inade- 
quate for an effective wage stabilization program and that the Board in good 
conscience could not assume the responsibility of running such a program with 
that figure. The industry members of the Board were even stronger in this 
view than the labor members. It was only after $2,000,000 was added to the 
WSB’s budget that the Board was willing to assume responsibility for continu- 
ing the wage stabilization program. The $13,500,000 which was granted to the 
WSB is roughly equivalent to $16,000,000 since it was allocated for less than 
a full year of activity. In view of the strong attitude of the labor and industry 
members last year, it is very questionable whether labor and industry would 
be willing to serve on a board under conditions of a budget of this size. 

It is not possible to achieve a $7,500,000 budget merely by reduction in various 
phases of the Board’s program. It would be necessary to wipe out most of the 
Board’s activities conypletely and to drastically reduce the remaining activities. 
The most important activity of the Board is to act on petitions for wage increases 
which cannot be made under the self-administering regulations of the Board. 
The Board has attempted to make as many of these regulations self-administer- 
ing as possible. Our economy is so complex, however, and the problems of the 
businessman are so serious that it is not possible to have mechanical regula- 
tions dealing with all aspects of wage stabilization. For example, one of the 
most unstabilizing elements in a tight labor market situation is that of a new 
plant establishing higher wage scales than those prevailing in a community. 
It is essential, if there is to be stabilization, that rates of new plants be care- 
fully screened and reduced, if necessary, to prevent the unstabilizing of a labor 
market area. If the Board were to refuse to handle any petitions for wage 
adjustments not permitted by self-administering regulations, the Board could 
operate on a $7,500,000 budget but there would be little, if any, need for the 
Board’s existence at all. It might as well be wiped out. The Board is receiv- 
ing approximately 1,800 voluntary petitions each week requesting authority to 
grant wage increases or approval of wage schedules which cannot be handled 
on a self-administering basis. It is inconceivable that Congress wants to create 
a situation in which a citizen has nowhere to go to request authority to make 
a wage adjustment not permitted by the self-administering regulations. It 
would mean wiping out any meaning of the requirement that the Board should 
correct hardships and inequities. 

If one accepts the premise that the Board must continue to handle voluntary 
petitions for wage adjustments it would be necessary, in order to operate on a 
$7,500,000 budget, to wipe out all other activities of the Board. But even these 
steps would not achieve the necessary objective. It would be necessary to wipe 
out the function of advising labor and management of what is permissible under 
wage stabilization policies and what the act requires. This service was per- 
formed 1,240,000 times during the last fiscal year. It would be necesssary to 
eliminate the function of making interpretations as to what may or may not 
be done under the Board’s self-administering regulations. Over 20,000 such 
rulings were issued last year. It would be necessary to eliminate all enforcement 
activities. It is questionable, of course, whether a program is worth having 
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which is not enforced. The elimination of enforcement activities would mean 
that the unscrupulous employer could with impunity ignore the law of the land. 
The net result would bring pressure upon the vast majority of law-abiding em- 
ployers to do likewise. 

But even if all of these activities were eliminated there would not be sufficient 
savings to permit the Board to operate on $7,500,000. We would still have to 
find a way of saving $2,500,000 to $3,500,000. The only way that could be done 
is to reduce the servicing of petitions. At the present time we have a backlog 
of over 13,000 petitions in the national and regional offices. This represents 
approximately 8 weeks of backlog. We have been severely criticized by the 
public and by individual Members of Congress for the long delays in getting 
decisions on requests for wage adjustments. These delays are bad for harmoni- 
ous labor relations and therefore bad for production. If we had to save another 
$2,500,000 to $3,500,000 it would mean that the parties would have to wait not 
3 months, but 6, 7, and 8 months in order to get a decision on their petitions. 
The economy cannot Stand such a delay. It would lead to dissatisfaction, unrest, 
and strike. 

If the theory behind the drastic cut was that the amendments passed by Con- 
gress will enable these savings, it is a wholly erroneous theory. The effect of 
the congressional amendments cannot possibly involve a savings of more than 
$300,000 and even this is questionable as our report on the amendments will indi- 
cate, 

If the assumption behind the drastic cut was that the Board could decontrol a 
substantial segment of the economy, it, too, was based on a wholly erroneous 
assumption. While it may be possible to have a selective decontrol program in 
the price field, it is not possible to do so in the wage field. Wages are highly inter- 
related and the decontrol of any segment in a tight labor market area could only 
result in the complete unstabilization of the entire labor market area and even 
of distant labor market areas. It is the Board’s unanimous conviction that a 
selective decontro] program cannot work in the wage field. 

This does not mean that decontrol cannot safely be made in some highly selected 
areas. For example, it is possible that the decontrol of agricultural wages will 
not seriously affect the rest of the economy. But even here we anticipate difficul- 
ties in the food-processing industries whose activities are closely related to agri- 
culture. 

The Board has not requested an increase in its present staff. A total of $16,- 
000,000 would be required to carry the present staff for a full fiscal year. Since 
the Defense Production Act was extended for only 10 months, $14,250,000 will be 
needed to cover the requested staff for 10 months and pay for liquidation costs in 
the last 2 months of the fiscal year. In view of the huge backlog which the Board 
has, it is essential that the full staff to process petitions be maintained, because 
our objective should be not merely to process the 1,800 petitions for wage adjust- 
ments requested each week, but also to take steps to reduce the backlog to a work- 
able level. The President's budget reflected our hope that by greater efficiency we 
would be able to to handle current inflow as well as to reduce the backlog with no 
increase in staff. 

It is our conviction that the WSB does need approximately $14,250,000 in order 
to carry out the congressional desire to have a sound wage-stabilization program 
for the period from June 30, 1952, to April 30, 1953. Anything significantly less 
than this figure could only result in a program increasingly defective and one 
which may not be worth keeping. 

Our request of $15,930,000 would have provided for average full-time employ- 
ment of about 1,580 throughout 1953, which is about our current on-duty level. 
The House-recommended figure of $7,500,000 after paying for terminal leave and 
other liquidation expenses, will provide for an average of about 640 for the 
months August through April. 


SALARY STABILIZATION BOARD 


The budget requested for the fiscal year 1953 for the Salary Stabilization 
soard and the Office of Salary Stabilization was $3,315,000. This contemplated 
a 12-month operation but did not include liquidation costs. On the 10-month 
operation, in accordance with the 1952 amendments to the Defense Production 
Act, the amount required, excluding liquidation costs, is $2,719,000. The $1,700,- 
000 which has been appropriated by the House is therefore completely inadequate 
to permit this agency to fulfill its functions as required by the Defense Produc- 
tion Act, as amended. 
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This Board came into existence on May 10, 1951, but the Board was not in 
session until July and recruitment on July 1, 1951, showed only six employees on 
the payroll. Recruitment was necessarily slow because of budgetary difficulties. 
The substantial backlog of unanswered petitions which the agency inherited at 
its birth was rapidly increasing. The Board has, therefore, been expanding over 
the past 12 months as fast as possible within its budgetary limitation to take 
care of this backlog of petitions and to develop an enforcement program necessary 
to its effective operation. 

The Board at the present time has 380 persons on its payroll and 26 persons 
committed to join it as soon as clearance is obtained. On the budget which has 
been appropriated by the House only 232 persons could be sustained. The House 
appropriation would mean the necessity of reducing the staff immediately which, 
even with the normal workload contemplated when the budget was drawn up, 
could not help but be a very real hardship on the American businessman. 

Nor can the Board contemplate a slow dwindling of its manpower toward the 
end of the year. The backlog of unadjudicated cases would necessarily increase 
rather than decrease with a continuing lag in the processing of cases. This lag 
would also make it impossible for a slow reduction in staff toward the end of the 
program as is, perhaps, contemplated by the House appropriation. 

The situation is, however, clearly aggravated by the new amendments to the 
Defense Production Act. Three of these directly affect the Office of Salary 
Stabilization. 

The exemption of all professional engineers employed in professional capacities 
poses a very serious problem. The term “professional engineers” has never been 
adequately defined and this exemption will, necessarily, create thousands of 
questions and petitions which this Board must handle promptly in order to 
make available equitable treatment and interpretations to all businesses con- 
cerned. This exemption will unquestionably substantially increase the workload 
of this agency. 

Furthermore, the Board has now been given jurisdiction over a further group 
of employees, i. e., supervisors as defined by the Labor Management Relations 
Act, 1947, as amended. Heretofore a substantial number of such supervisors 
who were paid on an hourly basis were under the control of the Wage Board. 
Petitions coneerning the compensation of all such people are now to be added to 
the volume which the Office of Salary Stabilization must attempt to handle 
expeditiously. 

As to the exemption of small businesses of eight or less persons, the effect 
would be negligible in that such businesses are a very small minority of the 
present petitions. Furthermore, most of the businesses in this category which 
do petition would probably fall among the exceptions to the exemption which 
the President is authorized to make 

The Salary Stabilization Board today has approximately 5,000 unanswered 
petitions. The anticipated flow of cases, even had there been no change in the 
Defense Production Act, is 86,500 for the next 10 months. The increase in the 
number of cases which the changes in the act will create cannot be estimated 
in figures but must, necessarily, be very substantial. In the interest of equitable 
services to the American businessman who is endeavoring to operate in com- 
pliance with salary regulations, it is essential that no further delays occur in 
handling and processing the inquiries, requests for clarification, petitions, and 
appeals which this office receives. 

It is equally essential that sufficient personnel be made available for at least 
a minimum staff of investigators so that the compliance program may be devel- 
oped. This is also essential to American business hecause it prevents the un- 
scrupulous competitor of the honest complier from taking advantage of him. 

In view of all of these facts a budget of $1,700,000 would render this agency 
incapable of fulfilling the requirements of the Defense Production Act on a 
reasonably efficient and effective basis. 

It is, therefore, urged that the budget for 10 months be increased to $2,719,000 
and that a further sum in the amount of $250,000 be provided for liquidation at 
the end of that period. 


RAILROAD AND AIRLINE WAGE BOARD 


The action of the Congress in approving $80,000 for the Railroad and Airline 
Wage Board will result in the elimination of the proposed enforcement program. 
The program was proposed on the principle that an effective wage-stabilization 
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program requires implementation through appropriate enforcement and com- 
pliance machinery. By contrast, the absence of such an enforcement program 
tends to negate the general effectiveness of stabilization controls by removing 
any deterrent to wage and salary adjustments in violation of Board regulations 
and orders, 

The amount of funds approved is barely sufficient to provide the RAWB with 
sufficient funds to carry on its present program through the period covered by 
the appropriation and will result in elimination of the enforcement program 
and reduction of current staff. 


HOUSE ACTION 


Mr. Putnam. I have brought here, Mr. Chairman and gentlemen 
of the committee, the heads of the constituent departments of the 
Economic Stabilization Agency in case you wanted to ask some 
questions. 

Chairman McKetiar. The House allowed you $57,130,000; is that 
right? 

fr. Pornam. That is right. 


1958 BUDGET ESTIMATE 


Chairman McKetiar. What are you asking for? 

Mr. Putnam. We originally asked for $103,250,000. The House 
allowed only $57,180,000. This action was taken when it was perhaps 
not clear how fully the conference report on our legislation would 
continue the controls. The House bill would have killed most of the 
controls. Now we feel that we must get back up to the amount that 
we have put in the table which we are giving you. I think all of the 
members of the committee have this sheet. We are requesting $93,- 
069,000, which allows for 10 months of operation, and then for 2 
months of liquidation. That has been taken account in this $93,069,- 
000. We need that to carry out the new mandate of the Congress 
which had not been passed when the appropriations were voted by 
the House. If anything is cut out of this it means that we will not 
be able to take care of the thousands of requests that come in every 
week for rulings on prices or wages or requests from Members of the 
Congress for information. We need this money to carry out all of 
the mandates that the Congress has just reenacted for us. 

I have, as I say, the heads of the constituent agencies with me: 
Mr. Woods, of the Rent Office; Mr. Aaron, of the Wage Stabilization 
Board; Governor Arnall, of the Office of Price Stabilization; and 
Mr, Pendleton, of Salary Stabilization. 

Senator ELtenper. To what extent have your activities been cut 
because of recent extension ? 

Mr. Purnam. They have hardly been cut at all. Some of them 
involve more difficult procedures. The only one, maybe, is rent 
control, because many cities will now have to take affirmative action 
to remain under rent control after September 30. Mr. Woods, why 
don’t you say something on that ? 

Senator Exxenver. Is it your view that the new bill or the extension 
of the bill has made it so that you have to spend more money for 
administration ? 

_ Mr. Purnam. We do not really have to spend more. I think that 
In some instances the bill makes things more difficult. I think we 
might have to sit up later at night than we would otherwise. 
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PERSON NEL 


Senator ELtenper. What is your present force now? 

Mr. Pornam. Our present force now is a total of 17,089 as 6f June 
30. We planned to cut this down during the year to 15,762. The House 
action would cut us down to 7,753. Even this assumes we could make 
a drastic reduction in 1 month. This would require arbitrary action 
with relatively little opportunity to assess the impact on effective 
administration of the law. Yet to reduce in a more orderly manner 
within the House recommendation would require an ultimate employ- 
ment of less than 7,753. We are asking to be allowed 15,137. That is 
what we will come down to in the request that we have made before 
you, sir. 

Senator Extenper. In this request you are asking for the 10 
months? 

Mr. Purnam. That is for the 10 months, plus liquidation for the 
next 2 months. There is terminal leave and things of that sort. That 
is all figured in. 

Senator E.tenper. That is provided Congress does not extend it 
a year ? 

Mr. Purnam. Then they will have to give us samething more, but 
not a great deal more. They would have to give us about $8,000,000 
more, if the law were extended beyond April 30, 

Chairman McKexxiar. Do you expect to purchase any more prop- 
erty ? 

Mr. Purnam. No, sir; except for whatever few items are needed in 
the normal course of business. Our capital investment has been made. 

Senator ELLenveR. What percentage of the employees are employed 
in Washington, just roughly ? ; 

Mr. Putnam. It is about 12 percent, I think. I would want to 
check that. 

Mr. Posner. It would be a little bit more than that, about 20 or 21 
percent. 

Senator Eittenper. And the rest in the field? 

Mr. Purnam. The rest are in the field. It is the field offices that are 
relied on particularly by small businesses to get the information they 
need and get it quickly. That is the chief purpose of the field offices. 
They are for the smaller firms which cannot afford representatives in 
Washington. 


DECONTROL AMENDMENT 


Mr. Woops. I would like to comment on the one piece of legislation 
on rent, where there is some question as to how long it may go on. 
There is the provision added by the House that certain areas, so-called 
noncritical areas, can terminate controls after September 30. 

Senator Knowrianp. Where does that appear in the bill? 

Mr. Woops. That is known as the Wheeler amendment. I do not 
know the section number of it. 

Chairman McKetxar. It is on page 45. 

Mr. Woops. But it is difficult to determine how many will stay out 
and how many willcome in. All I can say is that all of the cities have 
had the chance for 2 years now to throw off controls if they wanted to. 
So it is my opinion, sir, that there will be very few, particularly of 
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the large ones, that will not take advantage of this provision to stay 
under rent control. 

Chairman McKetuar. Are there any further questions, gentlemen ? 

Mr. Purnam. Governor Arnall would iike to say something more. 

Mr. Arnati. Mr. Chairman and gentiemen of the committee, in 
my judgment the House appropriation is inadequate to carry out the 
intention of the Congress and the mandates in the law, in two particu- 
lars, primarily. First, most of the criticism that has come to me 
about OPS has been that we are so slow, that we delay rulings. Peo- 
ple apply for price adjustments, but we do not handle them as quickly 
as we would like to. Now, if we have to reduce personnel drastically, 
that delay will grow longer instead of shorter, no matter how hard 
we work at it. 


FIXLD OFFICES 


Secondly, our field offices, under the House appropriation, will have 
to be cut from 9,500 employees in the field to 3,400, a reduction of over 
6,000. We will have to close many offices. When we do that we 
cannot service the business people when they have a business problem. 
They will have to call or come to Washington. In order to carry 
out the intention of the Congress in the Defense Production Act, the 
House appropriation is seriously inadequate. 

Now, I want to say to the committee, Mr. Chairman, and Senators, 
we propose in OPS to reduce personnel as rapidly as we can, to 
suspend controls where we can, to effectuate economies. But, if the 
House appropriation stands, next Monday we have got to sever ap- 
proximately 7,000 of the 12,000 employees we now have. As a result 
the work of the agency will be drastically curtailed, and the intent of 
the Congress will become practically impossible to carry out. 

Senator Kireorr. I have a question at that point: Among the 
smaller-business outfits, do you not find the big problem with them on 
the question of stabilization is a question of interpretation and 
education ¢ 

Mr. Arnau. Yes, sir. 

Senator KncGorn. That they want to cooperate if they know how? 

Mr. ARNALL, That is correct. 

Senator Kircore., And that your big job is to get into the field and 
show them how to operate ? 

Mr. Arnauu. That is correct, because, Senator, the large businesses 
have their own experts and technical people. If the Congress gives 
us this drastic cut the House has proposed, it is going to hurt the little 
people who need this governmental help. 

Senator Kiteore. I say that by reason of the fact that practically 
all of the correspondence on that that comes to my office is: “How soon 
can you get somebody to explain to me how to do this?” 

Mr. Arnau. That is right. 

For example, Senator Knowland, out in California, we have five 
district offices. We will have cut some of them out. In the West. 
where it is a long distance between places, we could not service those 
areas. Ifa businessman has a problem, I just do not know how in the 
world he will get it solved promptly. 

I want to tell the committee this: We do not intend to keep and 
Iam not going to be a party as head of OPS to keeping, a lot of useless 
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employees. I want to cut just as rapidly as I can, but this action 
of the House is a meat-ax action that just cuts through and wrecks the 
program. 


PERSON NEL, OFFICE OF PRICE STABILIZATION 


Senator Knowxanp. But, Governor, the amount of employees in the 
Office of Price Stabilization that was allowed in the President’s budget 
was 10,750, according to this sheet which has been furnished us, and 
apparently what you are requesting of the committee, despite your 
siatement that you want to cut down and gradually curtail this thing, 
is 10,750, which is precisely what the President’s budget amount was, 
before any changes in the OPS legislation. 

Mr. Arnau. In this particular agency, Senator, we have asked 
for 62 

Mr. Purnam. No; you have got 10,750. 

Mr. ArNALL. Yes, 10,750. 

Senator Knowxanp. That is precisely the same number that. the 
President’s budget requested, so you are keeping the same sized organi- 
zation, despite any changes that have been made. 

Mr. Arnau. That is 1,300 less than we have now. 

Mr. Purnam. I think there have been no changes, Senator, in the 
law, that are going to make anything easier for OPS. Their problems 
are going to be more difficult, rather than less, and there will be more 
complications. 





HERLONG AMENDMENT 


Mr. Arnaty. For example, Mr, Chairman, the House and Senate 
bill removes one little word—*“hereafter”—in the Herlong amendment. 
That means that every price order affecting distributors that this 
agency has in effect now will have to be reviewed and revised to meet 
that one-word change. Now, that takes a lot of work. I am just 
showing you that this new bill, from an administrative standpoint, 
creates some additional difficulties. 

Since I have been head of OPS we have reduced our employment 
goals by 2,000. Although I had authority for 14,500, I reduced it to 
12,291. And I want to reduce it further. But this action forces some 
reductions immediately that I believe the Congress does not really 
intend or want. We ask for an adequate appropriation, and we assure 
you we will cut just as rapidly as we can. 


WAGE STABILIZATION BOARD 


Senator Exrrenper (presiding). Being a little specific on your 
Wage Stabilization Board, as I understand it, quite a number of the 
duties of that Board have been removed ? 

Mr. Purnam. Mr. Aaron, Vice Chairman of the Wage Stabilization 
Board, will answer that. 

Mr. Aaron. We have been able to evaluate each one of the functions 
now eliminated. I can give you the figures on an annual basis. 

For exemption of agriculture, that would eliminate $142,000; for 
change in pay of Board members, $14,000; assuming ‘the complete 
elimination of the entire disputes budget, that would amount to 
$125,000. That is all we have budgeted for it. 
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And for the 10 months’ operation instead of 12 months’ operation, 
there will be $1,380,000 eliminated, That comes to a total, Mr. Chair- 
man, of only $1,661,000, and yet the House Appropriations allowed 
only $7,500,000, which is only half of what we have been budgeted 
for as of now. ; 

Senator Exrenper. Are you asking for the 10 months the same 
amount proportionately as you pr esently ask for 12 months? 

Mr. Aaron. No, sir: we are perfectly willing to reduce 

Mr. Purnam. Mr. Chairman—— 

Senator ELLenper. One at atime. Let him answer. I think he is 
competent enough to do it. 

You are asking for $14,250,000. What percentagé of the present 
budget is that ? 

Mr. Aaron. That would take care of the entire period, Mr. Chair- 
man, for the 10 months and 2 months’ liquidation. We have a 
2 months’ period of liquidation after the 10 months. 

Senator ELLenper. So that it is on the basis of twelve months, then ? 

Mr. Aaron. We have provided for that, Mr. Chairman. If you 
reduce that amount that we have asked for by allowing for the 10 
months’ operation instead of the 12 months’ operation, that would re- 
move $1,380,000. We are perfectly willing to have that reduction, 
and that is provided for in this list which you have before you. 

Senator Erzenper. What is the actual amount you are asking for 
that the Senate increase this particular item ? 

Mr. Purnam. May I just say something? 

This budget was prepared, some of it, in my office, as over-all head 
of it. All of the items here that we have listed in the next-to-the-last 
column take into account 10 months of operation and 2 months of 
liquidation. That is all included in and figured in on that request 
for the total $93,069,000 at the bottom here, and it includes for the 
Wage Stabilization Board $14,250,000, which is figured at ten months 
of operation and two months of liquidation. 

Senator Exvenver. So that the $14,250,000 in the second-to-the- 
last column you referred to, opposite “Wage Stabilization Board” 
takes account of the deductions that you mentioned ? 

Mr. Aaron. Yes, it does, Mr. olen a because the origianl re- 
quest by the President was for $15,930,000. 

Mr. Purnam. That is what I w anted to get clear. 

Senator Exrtenver. All right. That is what I wanted to get clear 
also. 

Are there any further questions, Senator Knowland? Is there 
anything further you want to say? 

Mr. Aaron. No, sir, Mr. Chairman. 


WORKLOAD OF STABILIZATION AGENCIES 


Mr. Prrnam. I would like to add—unless Mr. Aaron wants to, in- 
stead—that what the Governor said about price stabilization is just 
as true of wage stabilization, salary stabilization, and rent stabiliza- 
tion. That is, there are thousands and thousands of small firms, small 
businessmen, who come in for rulings which should be handled ex- 

os . 
peditiously. We have 1,800 requests a week on wage matters alone. 
Mr. Aaron. No, we get 1,800 petitions a week. In the last fiscal 
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year we handled 1,240,000 single requests by individual employers for 
advice or explanations through the Wage and Hour Offices. The 
1,800 are actual cases requiring special action by the Board. 

Mr. Pournam. Those are still coming in. That has nothing to do 
with the disputes function which has been taken away insofar as the 
noneconomic issues are concerned. 

Senator Extenper. It is your considered judgment, after studying 
this extension bill, that you are going to have as much work as you had 
under the old one? 

Mr. Purnam. It is our opinion, yes, sir; we have allowed in a few 
spots here and there for some reductions in certain types of activities, 
but as Mr. Aarpn showed, they are minor in wage matters and we 
don’t know exactly what the effect will be in rent. 

Senator Kitegore. There is one question I would like to ask. 

Senator E.tenper. Senator Kilgore? 

Senator Kitcore. How much are you behind with your workload 
right now? 

One of the big problems I have run into was the fact that you were 
way behind with your workload on inquiries on wage stabilization 
on private contracts, which was holding up Government contracts and 
various other things. Are you still behind with that workload ? 

Mr. Aaron. Yes, sir, Senator. We now have a backlog of some 
13,000 petitions, and an average time lag of about 8 to 10 weeks. 

Under the cut established by the House that would jump up im- 
mediately to a backlog of astronomical proportions. We would be 
behind, 6, 7, or 8 months. 

Senator Kitcorr. Does that not run into this problem: Shall we 
take as an illustrative case, a company bids on or wants to bid on a 
Government contract, and there is a question of signing a wage con- 
tract with their employees, the former wage contract having run out. 

They must then file a petition with you and get approval on the new 
wage contract, and even though it may be within reasonable limita- 
tions, they must still get approval before they can be sure that they 
may not have a work stoppage which will handicap the work; is that 
right? 

Mr. Aaron. That certainly enters into it, Senator. 

Senator Knowranp. Is not that one of the reasons our productivity 
is slowed up, because they have to wait for an answer from Wash- 
ington / 

Senator Krreore. It has been in my State in a great number of 
instances, where the workload was so great that I know I have called 
that office repeatedly, and have been thd oti I could not dispute the 
fact—that there were so many cases ahead of it that I could not say 
my case ought to come ahead of the others. 

Mr. Purnam. That is one of the things that I started working on 
when I first came into this job last December, trying to speed up the 
answers to businessmen on price and wage and salary matters. 

Mr. Arnaut. I hate to take the time, but I would like to say this, 
Mr. Chairman—— 

Senator Extenper. All right. 
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PRICE ADJUSTMENT APPLICATIONS 


Mr. Arnauu. We have over 6,000 applications for price adjustments 
pending now from business people. You cannot give a price adjust- 
ment just by writing a line. You have got to have economic surveys, 
and you have got to go at it properly to marshal the facts. It is very 
slow. I am sorry that we are that slow, and I am trying to expedite 
it. One of my purposes ahead is to try to get those things out Techy 
I mention this to show you that, if we get a drastic reduction in funds, 
it is going to even be more difficult for us to speed that work. This 
whole thing points up that with this cut we won’t be able to render 
service to the little business people. 

Senator KNownanp. Governor, if you decontrolled everything that 
was under ceiling, do you mean to tell me you could not get by with 
fewer employees than you have here now? 

Mr. Arnaut. As we suspend, or decontrol, as you say, workloads will 
change. Iam going to show you a reduction, i will tell you candidly. 


SUSPENSION OF PRICE CONTROLS 


Senator Know.ianp. How soon do you expect to suspend these 
controls ¢ 

Mr. ARNALL. We are studying this now. We are suspending them 
every week. You will read where we are suspending more as rapidly 
as we can. 

The only point I make is that the House cut was far too drastic 
for us to do a decent job, and we ask you with good conscience to 
restore a reasonable allotment to us. 

Senator Exrenper. What is that reasonable allotment? Can you 
not be candid and tell us what is the minimum you can live under? 

If you do not, we are going to make a cut ourselves. 

Mr. Purnam. Frankly, Senator, we have done our best to be as 
realistic and take into account as much of this suspension as we could 
foresee, as we were sure of, in this $93,000,000 that we have asked for. 


ORIGINAL BUDGET ESTIMATE 


We asked for $103,250,000, you know, in the beginning. 

We are faced with the same gamble that Congress is faced with. 
We cannot tell just how much controls are going to be needed, how 
much inflation is coming with the additional defense spending; 
but you in the Congress have now passed this law and told us to go 
ahead and continue controls and carry out the mandate of Congress. 
To do so we think we have got to have this much money. With 
whatever you cut off from us, we will do the best we can, but we 
will not be able to render as good service. We will necessarily take 
longer in making the rulings that the business people need. That 
is what a cut will mean—that our backlogs will increase. We will 
do, with whatever you give us, the best we can for the United States. 
That is our job. 

Senator ELtenper. Thank you. 

Chairman McKetiar. We are very much obliged to you. 

Senator Maynank. Let me say one thing while these gentlemen are 
here. I want to put this on the record: 
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19 52 PRICE CONTROI. ACT 


When the House passed this appropriation bill, it was believed that 
there might not be any controls. Since then the House has passed the 
control bill by a majority vote of some 50 and since then the Senate 
has passed a control bill, and since then, in the last half-hour, the 
President has signed it; and the only thought that I have would be 
that we ought to carry out the law of Congress, and I know that Gover- 
nor Arnall and Mr. Putnam and Mr. Woods will carry out the law of 
Congress, and I want to ask Governor Arnall if that is his intention, 

Mr. Arnauv. That is my intention, 

Senator MayBank. And not rules and regulations to hurt people. 

Mr. Arnau. That is my intention, and I look forward to a gradual 
reduction of personnel. I want to save the people all the money I can, 
but I do not want efficiency to suffer by reason of economies that are too 
drastic. We are going to carry out the intention of the Congress. 

Senator Maysank. Mr. Putnam, is that the law of Congress? 

Mr. Purnam. Congress has passed this law and we are going to do 
the best we can. 

Senator Maysank. I want to ask Mr. Woods about the same thing. 
T have had a lot of complaints that maybe you might go somewhere to 
influence the votes on rent control. I have heard that. But we have 
passed a rent control law here in which you are entitled to money to 
enforce it. It expires on September 30, unless the city votes positively 
for it? 

Mr. Woops. That is true. 

Senator Maysank. You are not going to interfere with anything? 

Mr. Woops. No, Senator. As I said before you came in, the cities 
have had a right to get out from under rent control for the past 2 
years. If they want to exercise the provision of the new law to stay in; 
it is up to them whether they have rent control after September 30. 

Senator Kitgore. May I ask one question ? 

Under this new law, with decontrolling as items reach certain price 
levels, and you get a big backlog of things that should be decontrolled 
and people start jumping the gun, are we not faced also with the ex- 
pense of a lot of prosecutions, possibly ? 

Mr. Purnam. I think that is possible. I mean, no law will work—— 

Senator Kirgore. In other words, the decentralization here which 
has gone into the districts, and into the district attorneys’ offices may 
result in, shall we say, informations and indictments that may have to 
be either tried or dismissed, based upon what economic studies show as 
to whether or not certain items should be decontrolled or should remain 
under control ? 

Mr. ArNALL. Yes, sir; that is correct, Senator. 

Chairman McKerxar. All right. Thank you very much, gentlemen. 

Mr. Arnaty. Thank you, Mr. Chairman. 

Mr. Purnam. Thank you, Mr. Chairman. 

Chairman McKetiar. We will next hear from the Office of Defense 
Mobilization. 

Will you go ahead, please? 
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SUPPLEMENTAL APPROPRIATION BILL, 1953 
OFFICE OF DEFENSE MOBILIZATION 
SALARIES AND EXPENSES 


STATEMENTS OF ARTHUR FLEMMING, ASSISTANT TO THE DIREC- 
TOR (MANPOWER) AND STAFF DIRECTOR, OFFICE OF DEFENSE 
MOBILIZATION; GEORGE GOOGE, ASSISTANT TO THE DIRECTOR; 
R. A. CORREA, GENERAL COUNSEL; AND HENRY F. HURLEY, 
ADMINISTRATIVE OFFICER, 0DM 


BACKGROUND OF WITNESS 


Mr. Fiewmine., Mr. Chairman and members of the committee, my 
name is Arthur Flemming. 

First of all, I want to explain my own relationship to the Office of 
Defense Mobilization in whose behalf I appear. 

For the past 16 months I have been serving as an assistant to the 
Director of the Office of Defense Mobilization, with responsibility 
for the manpower aspects of defense mobilization. 

About a month ago, the present Acting Director of the Office of 
Defense Mobilization asked me if I would also serve on a temporary 
basis as staff director, and it is in that latter capacity that I appear 
before you this afternoon. 

It is clear, therefore, that outside of the manpower field I could not 
be familiar, and in fact am not familiar, with all of the substantive 
programs for which the constituent agencies of ODM have respon- 
sibility. 


The heads of the other constituent agencies have or will appear 
before you in order to discuss their programs. 


HOUSE CUT 


Chairman McKeuiar. AsI understand it, Mr. Flemming, the House 
cut you from $1,550,000 to $1,000,000; is that correct? 

Mr. Fiemmine. That is correct. 

Chairman McKetiar. What is the least you could get along with? 

Mr. Fiemminc. We would like to have it restored to the $1,550,000 
in accordance with the President’s submission. 

And I will indicate, Mr. Chairman, just why I feel that the office 
should be provided with that amount. 

Chairman McKe.uar. All right. 


PROGRAM 


Mr. Ftemmrina. I recognize that in view of the decision on the part 
of the Congress to renew the Defense Production Act, this committee 
is interested in determining the answer to just one question in all these 
hearings—namely, what amounts of money are needed to carry out 
the provisions of the Defense Production Act during the coming 
fiscal year ? 

In considering this question, it seems to me that we need to keep in 
mind the following basic assumptions: 
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First. That although deliveries in connection with our Defense 
Production Program totaled approximately $8 billion during the 
past quarter—an increase of 20 percent over the first quarter of this 
year—some of our most difficult problems lie just ahead as we strive to 
push the delivery rate up to $10.5 billion a quarter by the early part 
of oe and to maintain it at that plateau for the calendar years 1953 
and 1954. 

Second. That we have now reached the most difficult point in the 
development of the mobilization base—namely, the point at which it 
will be necesasry for the Government to take the initiative in persuad- 
ing industry to participate in the development of this base. Up to 
now, the Government has been passing on requests from industry to 
participate in the program. 


STEEL STRIKE 


Third. That as a result of the steel strike, it will be impossible to 
substantially decontrol steel during the fiscal year 1953. 

Senator Mayspanx. What is your hope on the steel strike? I hope 
it gets over with. 

Mr. Fiemoninc. That is my hope also. 

Senator Maysnank. Do you know anything? 

Mr. Fiemmine. I am not in a position to indicate anything along 
that line. 

The budget as originally submitted to the Congress was based on the 
assumption that it would be possible to substantially decontrol steel. 


PRICE CONTROLS 


And finally, it seems to me that this assumption needs to be kept in 
mind: That the carrying out of the congressional policy relative to 
controls on prices, wages, salaries, and rents will call for careful plan- 
ning, and the expeditious handling of specific requests for decisions, 
if the Government is to operate the program in such a manner as to 
be fair to individuals of this Nation. 

Now, Mr. Chairman and members of the committee, for just a few 
minutes I would like to turn specifically to the appropriations re- 
quested for the Office of Defense Mobilization. 


1953 BUDGET ESTIMATE 


As you have indicated, Mr. Chairman, the President’s budget called 
for $1,550,000, which is $161,260 less than the amount appropriated 
by the Congress for 1952. 

Mr. McKetiar. What did the House committee do with it? 

Mr. Ftemminc. The House committee—and this was concurred in 
by the House of Representatives—reduced this amount to $1 million. 

The first director of the Office of Defense Mobilization, Mr. Wilson, 
under whom I served throughout virtually the entire period of his 
service, felt that the Office of Defense Mobilization should have a 
comparatively small staff, and Dr. Steelman, the Acting Director, 
concurs in this point of view. ‘ 
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FUNCTIONS 


We have been able to operate with a small staff by adhering strictly 
to the concept that the Office of Defense Mobilization has just three 
major areas of responsibility, namely: First, the fixmg of policy; 
second, the assignment of operating responsibilities to the various 
departments and agencies; and third, following up in order to make 
sure that there has been adherence to ODM policy. 

Although the ODM staff must be kept at a low level, the Director 
of the ODM should, at all times, be in a position where he can reach 
out and obtain the services of outstanding men to make special studies 
for him and, on the basis of those studies, to make recommendations 
to him. 

Mr. Wilson did that in the case of steel, tungsten, and aluminum. 

Dr. Steelman has done it in connection with machine tools and 
production equipment, having set up a very high-level committee 
chaired by Mr. Vance, the president of the Studebaker Corp. 

If the amount requested for the Office of Defense Mobilization is 
reduced below the $1,550,000 requested by the President, it would 
seriously impair the ability of the Director of the Office of Defense 
Mobilization to utilize the services of such outstanding experts at the 
time they are needed. 


CONTINGENT FUND 


Also, I should point out to this committee that there is included 
in the $1,550,000 an item of $145,000 which is to be used only if the 
National Security Resources Board is no longer in a position to 
render administrative services to the Office of Defense Mobilization. 
In view of the action taken by both the House and the Senate on 
the NSRB request for funds, it is doubtful that that agency will be in 
a position to render the administrative services they have rendered 
in the past. 

Mr. Chairman and members of the committee. I appreciate the 
difficulties that confront this committee in passing on requests for 
funds that are directly related to the provisions of an act which the 
Congress passed just last Saturday. I have been authorized by the 
Acting Director of the Office of Defense Mobilization to state this: 

That if the Congress decides to appropriate the amounts requested 
in the President’s submission, subject to adjustments that should be 
made as a result of portions of the law being extended for only 10 
months, the Office of Defense Mobilization will assume responsibility 
for seeing to it that everything that can be done is done in an effort to 
carry forward the program in an expeditious manner, but at a mini- 
mum cost to the Government. 

That, Mr. Chairman, constitutes our reasons for requesting this 
committee to consider the restoration of the $1,550,000 which was re- 
quested in the President's original submission. 

Senator Maysank. Let me ask you a question: Now that we have 
a 10 months’ law instead of a 12 months’ law, how much can we cut off / 

Mr. Fitemmene. Senator, as far as the Office of Defense Mobiliza- 
tion is concerned, it has responsibilities for the total mobilization 
program. 

Senator Maypank. I understand that. 





236 SUPPLEMENTAL APPROPRIATION BILL, 1953 


Mr. Fiemmince. It is only the titles dealing with stabilization that 
will operate for 10 months. The rest of the law will operate for 12 
months. As far as the Office of Defense Mobilization is concerned, in 
the whole economic field, we have only two or three people on the staff. 

Senator Maysanx. How many employees do you have? 

Mr. Ftemmine. At the present time, approximately 130. 

Chairman McKetrar. Are there any other questions? If not, we 
are very much obliged to you gentlemen. 

Mr. Fremmine. Thank you, Senator. We appreciate the oppor- 
tunity of making this presentation to you. 


DEFENSE PRODUCTION ADMINISTRATION 


SALARIES AND ExpEeNsEs 


STATEMENTS OF HENRY H. FOWLER, ADMINISTRATOR, AND 
RALPH S. TRIGG, DEPUTY ADMINISTRATOR, DEFENSE PRODUC- 
TION ADMINISTRATION 


RESTORATION OF HOUSE CUT 


Chairman McKetuiar. Next we will hear from the Defense Pro- 
duction Administration. 

Mr. Fowler, you may proceed. 

Mr. Fow.er. Mr. Chairman, and gentlemen of the committee, my 
name is Henry H. Fowler, and I am Administrator of the Defense 
Production Administration, holding that office by virtue of appoint- 
ment from the President. 

I also, Mr. Chairman, am Administrator of the National Produc- 
tion Authority, holding that post by virtue of appointment from the 
Secretary of Commerce, Charles Sawyer. 

I appear here this afternoon, however, in a limited presentation. 
limited to the case for restoration of the cut made by the House of 
Representatives to the Defense Production Administration. 

That particular cut totals $750,000 representing a reduction from 
$3,500,000 requested by the President to $2,750,000, which was the 
amount determined by the House. 

Now, the Defense Production Act, Mr. Chairman and members of 
the committee, as you all know, extended the authority under titles 1, 
2, and 3 of the act for the entire fiscal year as distinct from the au- 
thority under titles 4 and 5, which were extended only for 10 months. 

In other words, it is the intention of the Congress now, under this 
act, that the full authority and operations of the priorities and allo- 
cations power, requisitioning authority and expansion of supplies, be 
continued to the extent that it is necessary to carry out the policy of 
Congress throughout the fiscal year. 

Senator Maypanx. That is 12 months? 

Mr. Fowter. That is 12 months. 

Chairman McKeuuar. Let me ask you this question, Mr. Fowler: 
Did the House committee, as well as the House itself, fix the amount 
at $2,750,000? 

Mr. Fow er. Yes, sir. 
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Chairman McKetuar. Or was that done in the House? 

Mr. Fowter. No, sir, that was done both by the committee and by 
the House. 

Chairman McKetzar. All right. 


ALLOCATION OF MATERIALS 


Senator Maypank. Now, the allocation of materials was debated 
for quite some length in both the House and the Senate, but there was 
never any difference, in my judgment, in the Production Act in titles 
lor2. Am I wrong? 

Mr. Fowter. None whatsoever. 

Senator Maysanx. You cannot allocate things without a 12 
month’s law? 

Mr. Fowter. It was never raised. 

Senator Maypank. The rest is 10 months, but your law is 12 
months ? 

Mr. Fowtrr. That is correct. 

The reason I am here to ask for restoration of the $750,000 really 
gets back, Mr. Chairman and members of the committee, to the impact 
of the steel strike on the steel-allocation programs. 

If I may, I would like to show you by this chart what we had planned 
to do and what the effect of the House cut is. 


PERSONNEL 


We have about 460 employees now. The plan was to cut the staff 
from a level of 465 to about 302 at the ‘a of the fiscal year, con- 
templating that we would be able to substantially decontrol steel 
and aluminum some time in the last half of the fiscal year or some 
time during the first 6 months of the calendar year 1953. 

Now, the effect of the House cut off $750,000, however, would 
require us to immediately institute a cut of approximately 100, and 
then in September another cut of about 100, to bring us down to a 
level of 250 by the first of the calendar year, and then to operate 
at the remainder of the fiscal year at a reducing level of between 
250 and 217. 

Now, the reason the effect of the House cut of $750,000, however, 
which would require us to take off 100 immediately, and another 109 
in September is so serious, is that the effect of the steel strike which 
has already caused a loss of approximately 11,000,000 tons of steel, 
and promises to cause more, even though it might be settled immedi- 
ately because it takes another week or 10 days to get the plants back 
into operation, means that we no longer feel that it will be possible 
to decontrol steel some time in the early part of the next calendar year. 


STEEL STRIKE 


We will have to maintain the Controlled-Materials Plan throughout 
the fiscal year, insofar as steel is concerned, in order to avoid placing 
the impact of this loss of steel production on the civilian economy, 
on the consumer durable goods, and the many other small and large 
business concerns that are manufacturing end products requiring 
substantial quantities of steel. 
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We had hoped that if the supply had been maintained—and, of 
course, there was no way of reasonably predicting that there would 
be a stoppage of this size and proportion, to be able to take a sub- 
stantial part of the steel controls off in the spring. Now that. seems 
impossible. and if the members of the committee please, it would mean 
that at the time during the next fiscal year when we ought to have 
in Mr. Trigg’s Office of Program and Requirements the very fullest 
and most effective manning to spread the impact of this blow the 
economy has suffered, and enable the gradual restoration of balance 
of the inventories both in defense plants and in the civilian economy ; 
if we had to be going through a severe cut during that particular 
stage, we think that the effectiveness of our program would be im- 

ired. 
he Maysank. Do you not think that you are going to settle 
the steel strike, or don’t you care to comment on it? 


STEEL SUPPLY LOSSES 


Mr. Fowuer. I am assuming it will be settled soon, and this state- 
ment is in the light of the expectation of a settlement, But even if 
it were settled today, we still have lost 11,000,000 tons of steel, and 
by the time the plants are in operation it will be around 13,000,000. 

That is a very substantial amount to absorb in the programing and 
— schedules of the thirty-odd-thousand companies that come 

ere. 

Senator Marsan. Is this based on 1 year? 

Mr. Fowter. This is based on 1 year; yes, sir. 

Senator Frreuson. Is it based on the idea of the steel strike con- 
tinuing ? 

Mr. Fow ter.. No, sir; that it would end very soon, 

Senator Frereuson. Well, how soon? 

Mr. Fowxer. My figures—and they are only just a prayer, Sen- 
ator—are based on the strike ending as of now. We would be in 
great trouble now to spread the impact of the steel strike with the 
damage that has occurred up to date, if we had to, in effect, disarrange 
our whole operation of CMP in the next 6 months, which is what 
would be involved with this substantial cut. 

Senator Fereuson. It would only apply to steel, would it; your 
CMP reallocation ? 

Mr, Fowuer. Yes, sir; but steel is so much the heart of our Oon- 
trolled Materials Plan, that most of the people that apply use sub- 
stantial amounts of steel. Some people use just steel and copper and 
others use just steel and aluminum. 

Senator Frercuson. It is just 4 weeks today, is it not, since the Su- 
preme Court decided it, and the strike started ¢ 

Mr. Fow er. That is correct. 


PRODUCTION DAMAGE FROM STEEL STRIKE 


Senator Fereuson. How much damage, in your opinion, has been 
done to the actual defense? How much steel could they have used if, 
there had been no strike and the strike being on they did not use ? 

Mr. Fow er. Well, in the defense field, Senator Ferguson 
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Senator Fereuson. That is all I can talk about here, that is what the 
Government is concerned with at this particular moment. 

Mr. Fowrer. That is right. In the defense field the damage that 
will be caused by reason of the strike can only be actually assessed in 
the period of 3 weeks to a month after the strike is over. 

Senator Fercuson. How are you going to make an application for 
an injunction under the Taft-Hartley law without presenting to the 
court the emergency ? 

Mr. Fowter. I think irreparable damage could be proved, as of 
now, but the measure in the fine precise manner that you would expect, 
depends upon the state of unbalanced inventory we will have in the 
defense plants when the strike is over. There will be some that will 
close today and some will close tomorrow, and some that will close 
next week and some that will actually close after the steel is in 
production again. 

Senator Frerauson. Have you had any notice that any have closed 
because of lack of steel? That is, any defense plants, up to date? 

Mr. Fowrer. The Department of Defense has received some infor- 
mation on that score. I do not have it in detail, Senator Ferguson, 
but it is my impression that there have been only a few closings now. 

Some of the operations have been on a reduced scale, trying to keep 
moving on a reduced production basis, but the real impact on a lot of 
the defense users of steel comes as you run out of the shortest item in 
supply. 

Now, take for example, there are 100 different items going into a 
given operation. You might have 6 weeks’ supply of one, and you 
might have 4 weeks’ supply of 75 but if you had only 2 weeks supply of 
4 or 5 that were crucial, that would be your limiting factor. 

Now, the impact of the exhaustion of those types of steel in shortest 
supply is beginning to be felt now, and it will be felt in sharply in- 
creasing terms in the weeks ahead. { 

Senator Ex.tenper. To what extent has industry and the unions 
carried out their agreement to maintain all steel necessary for our 
defense plants? 

Mr. Fowter. Senator Ellender, the only agreement that the unions 
and the companies have entered into to diminish the impact of this 
strike on the defense program has been on agreement to permit the 
shipment out of steel plants and steel warehouses of finished and semi- 
finished steel products. No steel plants have gone into production 
pursuant to an agreement between the unions and the management 
up to now. 

Senator Ex.enver. I see. 

Senator Kircore. I have a question: Then if the steel strike should 
end tomorrow, when would we catch up with our present steel plan 
with facilities that we have now? 

Mr. Foster. You mean the construction of new steel facilities? 


STEEL DECONTROL POSTPONED 


Senator Kiigore. No, I am talking about present facilities. In 
other words, you forecast there a reduction, a decontrol of steel as of 
what date, had the strike not occurred? What was the date? 

Mr. Fowter. June 2. 


216458—52——-16 
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Senator Kiieore. Of next year? 

Mr. Fowter. No; the strike occurred on June 2 of this year. 

Senator Kireorr. When were you figuring under that chart you 
have shown us there, on decontroling steel ? 

Mr. Fowrer. We had figured it would be decontrolled probably 
some time in the first or second quarter. 

Senator Kizeore. Of next year? 

Mr. Fowrer. Of the next calendar year. Now we think we have 
got to carry it all the way through the year without decontrol in order 
to spread the impact of the strike on a rational basis. 

Senator Kincore. I know, but let us talk about without the strike. 
That was taking into consideration existing plants? 

Mr. Fow ter. That is right. 

Senator Krcore. The existing plants would be sufficient to take 
care of our steel needs, is that correct? 

Mr. Fowter. With the new production that was planned to come in. 

Senator Kireorr. When was that new production coming in? 

Mr. Fow er. It comes in a plant here this month and another plant 
there next month—it is on a gradually ascending scale. 

Senator Krreorr. Do we have any plants coming in next month, if 
we had the labor? 

Mr. Fowter. We have a plant increase in the next 6 months. 

Senator Kiicore. I am talking about basic plants. 

Mr. Fowter. I cannot give it to you month by month, but we did 
have about 3,000,000 to 4,000,000 tons coming in in the remainder of 
this calendar year. 


ALUMINUM PRODUCTION 


Senator Kincore. Now, you talked about the question of aluminum. 

Mr. Fow er. Yes. 

Senator Kricore. Is the present aluminum production sufficient to 
meet our needs? 

Mr. Fowter. The present aluminum production has been expanded 
very substantially, and we have been able to increase each quarter the 
quantities of aluminum going to the civilian economy, the second quar- 
ter slightly higher than the first, the third quarter substantially higher 
than the second, and the plan is for the fourth quarter to be about the 
same as the third, which would permit us to return some of the alumi- 
num we took from the stockpile, or, in effect, to repay our debts to the 
stockpile. 

Aluminum production is expanding nicely, as new facilities come in, 
pursuant to the expansion program. 


COPPER IMPORTS 


Senator Kitcore. How about copper ? 

Mr. Fowter. Copper, Senator Kilgore, is in this position: If the 
recent decontrol of the price of foreign copper that permits the 
domestic brass mills and wire mills to pass on 80 percent of any 
increase in cost—they might have to bear over the 2414 cents domestic 
figure—if that plan works as we hope and expect it to, we ought to 
have an additional 16,000 tons of copper available per month for the 
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American economy. In other words 16,000 more tons than we had in 
April or in May. 

Senator Frreuson. Is it your purpose now to allow industry to go 
out into the world market and buy cooper ? 

Mr. Fowter. It is our purpose to do that, Senator Ferguson. 

Senator Frrcuson. At what price? I saw about 3 days ago an 
announcement that you were going to let them pay any price. 

Mr. Fowrer. That is right. They have to absorb 20 percent of any 
difference between 241% and the price they pay. 

Senator Ferguson. Yes, but they can pay any price and then absorb 
20 percent of whatever they pay and charge in 80 percent. 

Mr. Fowter. That is correct. 

Senator Frercuson. Now then, will a producer then be required to 
keep an inventory of what he buys abroad and what he puts in the 
article, and then increase it ? 

Mr. Fow er. This measure, Senator Ferguson, will apply primarily 
to the brass mills and the wire mills who are the people who are habitu- 
ally under our practice. 

Senator Frrauson. That is what I wondered, are you going only 
to allow the brass mills to buy ? 

Mr. Fowter. Well, we have under study today the plan to operate 
under the law which was passed on Saturday, which contained, as 
I am sure you know, a new provision. 

Senator Frreuson. Yes. I want to know how you are going to 
interpret it. That is what I want to know. I know what the words 
say, but the committee thought that you were going to give one inter- 
pretation to it, that I did not see in the words at all. 

Mr. Fowuer. We are going to interpret it, Senator Ferguson, to try 
to be in line with the first sentence of the amendment, namely, to 
encourage the importation by users in this country. 

Senator Frercuson. Well, now, if you interpret it that way, that 
was the Ferguson amendment. That was all the Ferguson amend- 
ment wanted todo. And you say now that is your intention, to inter- 
he i according to the first sentence of that new provision. Is that 
right 

Ir. Fowrer. Yes, sir. 

Senator Frerauson. I am glad to hear of that. 

Mr. Fow ter. I share with you, Senator, the desire to get a lot more 
copper for this country. I am going to do what I can to see that we 
get increasingly large amounts. 

Senator Ferevson. Do you know how much so-called free copper 
there will be? 

Mr. Fowter. No, sir. I am not able to say anything really concrete 
about the operating method of carrying out that amendment, except 
that the spirit of it is clear. 

According to the first sentence, the Congress wants us to get more 
copper into this country. 

Senator Kizcore. You said that there was new production coming 
in within the next 6 months. 

What basic tonnage? And I am talking about ingot tonnage and 
not structurals or anything else, but base tonnage, ingot tonnage of 
steel to be made into things. How much additional ingot tonnage 
do you anticipate within the next 6 months? 
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Mr. Fow.er. Coming into production? We would estimate, I guess, 
about a total of 3 to 4 million in tonnage capacity. Now, I don’t want 
you to interpret that to mean an additional 3 or 4 million net tons 
of steel available for allocation. It will be much less than that. 

Senator Kicore. No; it will be tonnage capacity per year. 

Mr. Fowter. That is right. 

Senator Kicorr. Now, some place under that will be your actual 
tonnage production, based upon supply and a lot of other things. And 
you have thought that with that in view you probably might be able 
to decontrol maybe the second quarter of next year; is that right ? 

Mr. Fowter. That is correct. We have counted very heavily on that 
increase. 

Chairman McKe xar. If you are no further questions, that will 
be all. 

Thank you very much. 

Mr. Fowrer. Thank you, Mr. Chairman. 


LETTER TO HON. KENNETH MC KELLAR, CHAIRMAN 


Chairman McKe.iar. We will insert at this point in the record a 
letter of June 26, 1952, from Administrator Fowler. 
(The letter referred to follows :) 


JUNE 26, 1952. 
Hon. KENNETH MCKELLAR, 
Chairman, Committee on Appropriations, 
United States Senate, 
Washington 25, D. C. 

Dear SENATOR MCKELLAR: The House Committee on Appropriations, in its re- 
port on the supplemental appropriation bill, 1953, recommended that $2,750,000 
be appropriated for the activities of the Defense Production Administration 
during the next fiscal year. (See p. 36, line 21, of the full committee print of the 
bill.) This is $750,000 less than the request submitted to the committee. I wish 
to appeal to you and your committee to restore this amount because of the 
dangerous effects of such a reduction on the defense-production program. 

The President's request of $3,500,000 for the Defense Production Administra- 
tion was based on the assumption that the steel strike would be short-lived and 
that substantial relaxation in the controlled materials plan could be effected 
during the last half of fiscal year 1953. Unfortunately, the strike has continued 
for a period of nearly 4 weeks, and it is now obvious that the controlled materials 
plan must be continued in full force for the remainder of the fiscal year, even if 
the strike ended immediately. 

Consequently, even our original estimates would have been inadequate for the 
task that now confronts us. The original appropriation request provided for 
465 full-time classified positions at the beginning of the fiscal year, declining 
to 302 by June 30, 1953. The reductions proposed by the House Appropriations 
Committee will require immediate termination of over 100 per annum employees 
and further reduction to 217 by the end of fiscal year 1953. It will be impossible 
to do this and at the same time avoid disastrous distocation of our American sys- 
tem of production and distribution. 

In view of the foregoing, I request your sympathetic consideration of this 
appeal and an opportunity to present additional information te you and your 
committee in support of these facts. 

Sincerely yours, 


Henry H. Fow ter, Administrator. 
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DEPARTMENT OF THE INTERIOR 
Expenses or Derense Propucrion 


STATEMENTS OF ROBERT E. DAY, EXECUTIVE OFFICER, DEFENSE 
PRODUCTION STAFF, OFFICE OF THE SECRETARY; CHARLES W. 
CONNOR, ADMINISTRATOR, DEFENSE SOLID FUELS ADMINISTRA- 
TION; E. J. DRYER, DEPUTY ADMINISTRATOR, DEFENSE ELEC- 
TRIC POWER ADMINISTRATION; A. W. ANDERSON, DEPUTY 
ADMINISTRATOR, DEFENSE FISHERIES ADMINISTRATION; AND 
C. E. DAVIS, ACTING DEPUTY ADMINISTRATOR, PETROLEUM 
ADMINISTRATION FOR DEFENSE 


JUSTIFICATION 
(The justification follows :) 
DEPARTMENT OF THE INTERIOR 
EXPENSES OF DEFENSE PRODUCTION 
(Estimate $4,000,000; act, $5,000,000+-$235,000 deficiency ) 
(House hearings, pt. I, pp. 185-224) 


(P. 40, line 21) 


Page 40, line 21, strike out “$2,500,000” and insert in lieu thereof “$4,000,000,” 
an increase of $1,500,000 in the appropriation. 


HOUSE REPORT 


No specific reference is made to the Department of the Interior. 


JUSTIFICATION 


This amendment restores $1,500,000 of the reduction made by the House in the 
budget estimate for defense production activities of this Department for fiscal 
year 1953. This amount is distributed as follows: 


Appropri- | Budget esti- or : Restoration 
ated, 1952 mate, 1953 requested 
-| 4 


) 


| 

$118, 125 $70, 875 
Defense Solid Fuels Administration 448, 400 430, 000 | 268, 750 161, 250 
Defense Electric Power Administration _ - 996, 600 954, 000 596, 250 357, 750 
Defense Fisheries Administration _ . es 116, 400 112, 000 70, 000 42, 000 
Petroleum Administration for Defense_. 2, 337, 100 2, 315, 000 1, 446, 875 863, 125 
Defense Minerals Administration 690, 200 al 

(7) Transfers and adjustments. -..........__-- Gh BOO Tenn cceas tees 


Office of the Secretary....... ; = $232, 200 $189, 000 | 


5, 235, 000 4, 000, 000 2, 500, 000, 1, 500, 000 
1 


Estimates for the Defense Production Act covered by this estimate were 
submitted to the House Appropriations Committee on a basis of personnel 
strength at current levels, and on the assumption that conditions during fiscal 
year 1953 would permit some lessening of requirements in controls and financial 
assistance. It was evident, of course, that if this optimistic forecast should 
prove in error, that the closely limited fund request would prove insufficient. 
In view of this, the reduced amount suggested by House action would not permit 
the Department of the Interior to discharge its obligations under the Defense 
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Production Act. The Department has no other source of funds including those 
within the regular appropriations which may be drawn upon to provide the 
difference between minimum requirements as presented in the estimates and 
the reduced amount voted by the House. 

Many of our regular activities, particularly the minerals, mapping, and electric 
power programs, are contributing directly to the defense program and in all 
of our other programs we are providing for the management and development 
of resources essential to our national strength and security or our continuing 
services which are equally essential under present international conditions and 
in normal times. However, because of the importance of our regular activities, 
the screening that 1953 fund requests for regular activities have already received, 
and the reductions made, we feel that no part of our regular appropriations can 
be used for meeting the costs of defense-production activities without serious 
impairment of essential operations. 


(1) Ofice of the Secretary 

The Secretary of the Interior, in carrying out his defense-production responsi- 
bilities under the Defense Production Act of 1950 and Executive Orders 10161 
and 10200, has established five defense administrations and delegated substan- 
tial portions of his powers and functions to them. However, certain functions 
have not been nor cannot be delegated. These include assisting the Secretary 
in top-level coordination of the defense activities; representing the Department 
on interagency committees, boards, and discussions concerning defense matiers ; 
reviewing policies, programs, and progress of departmental defense activities ; 
and with advising the Secretary, Under Secretary, and defense administrations 
on important policy and other matters which arise in carrying out the foregoing 
activities. 

In order to carry out these latter responsibilities, the position of Executive 
Assistant to the Secretary has been created. The Executive Assistant, and a 
small staff known as the Defense Production Staff consisting of 27 positions, 
provides the specialized technical support and assistance which the Secretary 
requires in carrying out his defense-production responsibilities and in coordi- 
1ating the defense-production activities within the Department and with other 
defense agencies. The amount provided in the House bill would require reduc- 
tion of the staff to approximately 15 employees, and it would be impossible 
to carry on the major responsibilities of the staff under the circumstances. 

It should be noted that the funds requested for the Office of the Secretary 
for fiscal year 1953 represent a decrease of $48,200 below the funds made availa- 
ble in fiscal year 1952. A reduction in 19 positions, from 46 in 1952 to 27 in 
1953, has also been effected. In addition, through reorganization and reclassi- 
tication, the number of supergrades allocated to the Office of the Secretary has 
been reduced from 7 to 8. 

The request of $189,000 is the minimum essential to efficient conduct of the 
work of this office, and is basic to the effective participation of the Secretary 
in the defense program. 


(2) Defense Solid Fuels Administration 

The Defense Solid Fuels Administration is responsible for establishing and 
earrying out programs under the Defense Production Act for the production, 
distribution, and use of all forms of anthracite, bituminous, subbituminous, and 
lignitic coals; coke; and coal chemicals. The mining of adequate quantities of 
most kinds of coal does not at present constitute a problem, but coal must be moved 
to the consumer, mines and processing plants must have the materials and equip- 
ment they need to keep in operable eondition, and coking coal must be made into 
coke for the use of the steel and other industries. The tremendous task of 
accelerating the production and distribution of coal, coke, and coal chemicals 
to the extent that the defense effort may not lose a single step in progress toward 
national objectives, demands that the industry be steadily provided with its 
increased requirements for equipment, material, financial incentives, and man- 
power to carry out its job. It is within these areas that the Defense Solid Fuels 
Administration is presently concentrating its attention and, to a major degree, 
upon the problem of coke. 

Although 1,200 new ovens are expected to be placed in operation during calendar 
year 1952, because of the retirement of old ovens, the net gain is not expected 
to be more than 3 million tons, or a total capacity from slot-type ovefis of about 
77 million tons. With due allowance for a possible production from beehive 
coke ovens of 7 million tons, it would be very questionable that sufficient coke 
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would be available throughout the entire year. The demand for metallurgical 
coke is expected to reach about 85 million tons by the end of fiscal year 1953, 
an increase of about 12,300,000 tons over the 1950 level. Even so, coke is expected 
to be in tight supply after the maximum impact of the blast furnace programs 
occurs, originally anticipated late in 1952, but now delayed because of the steel 
strike. In this respect, it should be emphasized that the steel strike should have a 
decided effect upon the demands placed upon each of the operating activities 
of the Defense Solid Fuels Administration. Each day that the strike continues, 
the supply of critical materials decreases to the detriment of construction pro- 
grams designed for increased industrial production. The shut-down of the steel 
industry also means a shut-down of some coal mines and most integrated coke 
ovens and places production of these commodities at a standstill. A most serious 
secondary effect of this situation is its effect upon the production of vitally 
needed coal chemicals upon which a number of operating industries, also related 
to defense, are dependent. 

Despite the growing probability that a great amount of organization and 
constructive effort will be required of DSFA once the steel strike is settled 
and its results are appraised, the Administration presented its budget request 
to the Congress without consideration of these factors or to any others which 
might he described as contingency. The budget presentation to the House 
included the statement “this budget request has heen prepared and is presented 
on a ‘minimum necessary’ basis. No funds have heen included for any increases 
in present staffing or for other purposes. If fiscal year 1943 for any reason 
requires increase in program requirements funds will be insnfficient. This 
presentation is based upon a lessening of requirements in controls and financial 
assistance during the latter half of fiscal year 1953. If these considerations 
are in error, or if circumstances require a more ranid acceleration of the defense 
program, placing added requirements upon the Defense Solid Fuels Adminis- 
tration, supplemental funds must he requested.” This Administration is a 
small one, but highly essential. Funds as requested in the estimate cannot 
be reduced to any extent without grave impairment of current program obiectives 
to the extent that the solid-fuels problem in the immediate future may prove to 
be the real stumbling block of the defense effort. 


(3) Defense Electric Power Administration 


The Defense Electric Power Administration’s smoothly functioning organiza- 
tion existing on June 30. 1952, is considered the absolute minimum staff require- 
ment to carry forward the electric power expansion program on schedule. The 
slippages already incurred, due in part to inadequate material allotments, manu- 
facturing space, and the steel strike, make it imperative that the present minimum 
staff he maintained to meet the power-expansion goals. Even assuming a smooth 
flow of materials, the Defense Electric Power Administration staff will he hard 
pressed to meet the rapidly increasing demands of the defense program, and 
at the same time to maintain an adequate supply of electric power for civilian 
uses. On March 22, 1952, the Defense Production Administration announced 
the approval of an expansion goal of 32,000,000 kilowatts of new electric gen- 
erating canacity by the end of 1954. To meet this goal will require the utmost 
resourcefulness on the part of DEPA’s small staff, and any reduction at this 
time would be most harmful to the over-all mobilization program. 


(4) Defense Fisheries Administration 


The Defense Fisheries Administration has the same emergenev responsibilities 
with resnect to fishery products as does the Department of Agriculture for other 
foods. The continued production of fishery commodities in times of emergency 
is essential to maintaining the supply of protein food for expanded domestic 
and foreign needs for both military and civilian feeding. As fish meals, these 
products also contribute irreplaceable elements in poultry and animal diets. 
As fish oils and similar products, they have very important pharmaceutical and 
industrial uses. 

The estimate of $112,000 for the operation of the Defense Fisheries Admin- 
istration during the fiscal year 1953, renresents the minimum with which we 
believe the emergency responsibilities in facilitating the prodnction of fish ean be 
discharged. This estimate provides for the employment of only 15 classified em- 
ployees as compared with 26 emnloyees who were on duty earlier in the fiscal 
year. The reduction in funds proposed by the House would provide for the 
employment of only seven classified employees. It would be impossible to handle 
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satisfactorily the essential duties of the Defense Fisheries Administration with 
so limited a staff. 

It would be impossible for such a small staff to maintain the close liaison with 
the Defense Production Administration and the National Production Authority, 
and conduct the services to industry, which are necessary if the industry is to be 
supplied with the materials, equipment, and supplies essential to the madntenance 
of production. Neither would it be possible to adequately conduct liaison with, 
and furnish specialized advice to those emergency agencies concerned with man- 
power, selective service, wages, prices, shipping, and proposed military restricted 
zones in marine areas—all of which is necessary if the production of fish is to be 
facilitated. 

The Defense Fisheries Administration has undergone several reorganizations 
during the year, each resulting in a reduction in staff and the placing of more 
of its responsibilities and duties in the Fish and Wildlife Service. These actions 
have already adversely affected certain programs of the Fish and Wildlife 
Service and any further shifting of the work of the Defense Fisheries Admin- 
istration to the Fish and Wildlife Service will actually jeopardize the success 
of both programs. 


(5) Petroleum Administration for Defense 


The Petroleum Administration for Defense has three fundamental responsi- 
bilities : the defense mobilization of (1) the domestic oil industry; (2) the Amer- 
ican oil industry operating abroad and the oil industry of friendly foreign coun- 
tries; and (3) the gas industry. The authorities of the Agency are derived from 
Public Law 774, Eighty-first Congress, as amended. This basic authority has 
been implemented by Executive Order 10161, dated September 9, 1950, Executive 
Order 10200, dated January 3, 1951, Order of the Secretary of the Interior 2591 
as amended, and by delegations from the National Production Authority and 
the Defense Production Authority. 

In the accomplishment of its responsibilities, the Agency must collect and 
evaluate supply and demand data and, on the basis of such data, develop pro- 
grams for necessary increases in production of crude oils, refined products and 
gas, and for the most advantageous distribution and utilization of these items 
to maintain an adequate peacetime economy and, at the same time, make provi- 
sion for the needs of the defense mobilization effort and the military services. 
Through organization of the industries and by use of Government directives the 
Administration initiates and administers such programs. 

As a means of implementing its programs, the Petroleum Administration for 
Defense, acts as claimant agency for critical materials for the domestic petroleum 
and gas industries, and, in conjunction with Office of International Trade and 
Economic Cooperation Administration, for American and friendly foreign com- 
panies operating abroad. In this capacity thé Administration must collect in- 
dividual operating and expansion plans and materials requirements from ap- 
proximately 18,000 domestic producers, 370 refineries, 583 natural gasoline 
plants, 385 manufacturers of oil-field machinery and equipment used in the dis- 
covery, development, and depletion of oil and gas wells, 120 natural gas pipeline 
companies, approximately 1,250 distributors of natural and manufactured gas, 
and 240,000 marketers of petroleum products. Upon receipt of this data, it is 
essential that the operating divisions of the Administration consider individually 
the plans for operation and expansion and the critical materials requirements 
for such plans, evaluate them in the light of the national need and determine 
and assign priorities. Pursuant to this process, the claims for the approved pro- 
jects are consolidated and presented to the Defense Production Authority for 
allocation of critical materials. After receipt of such allocations, it is then 
necessary to reconsider projects approved, confirm priorities, and to make allo- 
cations of available critical materials to the approved projects. 

The Administration, in conjunction with representatives of the military service, 
maintains up-to-date information relative to the present and probable future de- 
mands of the military service for refined products such as aviation gasoline and 
jet fuels. It develops and perfects plans to assure that the refined products 
necessary to meet essential military requirements are being produced and will be 
produced through the most effective utilization of existing capacity and the de- 
velopment of additional capacity. 

During the 21 months of its existence, the operations of the Petroleum Ad- 
ministration for Defense have not been expanded above and beyond the minimum 
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=. -_- -”- 





SUPPLEMENTAL APPROPRIATION BILL, 1953 247 


requirements for the tasks assigned to it. The staff of the Administration has 
been held to the minimum with which the job could be accomplished. 

The problems with regard to petroleum and petroleum products and natural 
gas presently facing the United States and the entire free world are greater than 
existed 21 months ago when the Petroleum Administration for Defense came into 
being. Both domestic and military demands have increased at a rate unpre- 
dictable at that time, and are continuing to increase. The recent refinery strikes 
have seriously curtailed available supplies of refined products. The current 
strike in the steel industry is bringing vital expansion activities to a virtual 
standstill and definitely endangers production of additional quantities necessary 
to the defense program which had been counted upon for the months imme- 
diately ahead. 

The Petroleum Administration for Defense, in order to maintain its activities 
on their present level and to furnish an acceleration of those activities which is 
essential to the national security, will need all of the talents of its present staff, 
and will be hard pressed to accomplish an effective program without staff expan- 
sion. To operate with the appropriation made by the House of Representatives 
will require dismissal of 115 employees and will result in serious curtailment of 
activities. With such a limited remaining staff it would be impossible to carry 
on a program which would accomplish adequate results. Such curtailment would 
have a seriously adverse effect on the national security and the national economy. 

The Congress has already taken cognizance of the need for adequate allocation 
powers to avert unfortunate petroleum and gas dislocations in the ensuing winter. 
Such action will be meaningless, however, if the ability to use those powers in 
the public interest is crippled by a substantial reduction in personnel. 


APPEAL FROM HOUSE CUT 


Chairman McKetiar. You may proceed, sir. 

Mr. Day. Before Mr. Connor starts, Mr. Chairman, the Secretary 
has written a letter to you covering the over-all impact of the cut 
made by the House, and I would like to read the first brief paragraph 
of that letter: 


The House of Representatives, in its action on the supplemental appropriation 
bill, 1953, has reduced from $4,000,000 to $2,500,000 the request of the Department 
of the Interior for funds with which to carry on the essential defense activities 
assigned to it under the mobilization program. This reduction of 374% percent, 
if sustained, will make it impossible for me to do the job with which I am charged. 


This letter is available, and I would like to ask that it be placed 
in the record, 

Chairman McKetxar. Without objection. 

(The letter referred to follows:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 30, 1952. 
Hon. KENNETH D. MCKELLAR, 
United States Senate, Washington, D. C. 


My Dear SENATOR MCKELLAR: The House of Representatives, in its action on 
the supplemental appropriation bill, 1953, has reduced from $4 million to $2.5 
million the request of the Department of the Interior for funds with which to 
carry on the essential defense activities assigned to it under the mobilization 
program. This reduction of 3714 percent, if sustained, will make it impossible 
for me to do the job with which I am charged. 

The Appropriations Committee of the House of Representatives indicates that 
in recommending reductions for the emergency agencies it was guided by two 
criteria: “* * * first, that substantial progress has been made in the mobiliza- 
tion program, and, second, that existing governmental personnel and services are 
not being utilized to the maximum by the defense program.” 

It is my feeling that neither of these criteria can be applied appropriately to 
the Department’s activities as a basis for reducing our request for funds. 

As you know, responsibility for the defense-production program for pe- 
troleum and gas, electric power, solid fuels, domestic exploration for minerals 
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and commercial fisheries products has been delegated to me. These functions 
are fundamental to the mobilization base of the Nation. Without adequate sup- 
plies of electric power, the preduction of goods and services essential to war 
and war-supporting industries will not be accomplished. Without adequate sup- 
plies of coke and coal, similarly, the ability of the economy to sustain the en- 
larged steel capacity necessary even for limited mobilization objectives, and to 
provide fuels for industrial and domestic purposes, cannot be accomplished. 
You are familiar, of course, with the relationship between plentiful supplies of 
petroleum, petroleum products and gas to an economy girding itself for defense 
or actively defending itself. Yet, despite the substantial progress we have made 
in the past several years toward assuring an adequate capacity of these 
products and services essential for our defense, I am obliged to say that the 
inference of the House report that we are comfortably situated with respect to 
completion of our programs is incorrect when applied to the principal responsi- 
bilities of my Department. I should like to cite a few illustrations of this 
point: 

Our power expansion program, approved by DPA, extends through 1954. It 
provides for the addition of 9 million kilowatts of capacity in 1952, 11 million 
in 1953, and 12 million in 1954. This program is lagging seriously. We do not 
expect to have more that 7.7 million kilowatts in 1952. It will be impossible to 
make up the 1952 slippage in 1953, which means a cumulative delay. This 
objective of 32 million kilowatts by 1954 is a limited objective, geared to what 
we now have projected in the way of defense production. In event of further 
atomic energy or aluminum expansion—and I believe both are likely to occur— 
we must set our power goal even higher. Yet, at a time when we are already 
behind schedule and confronted with new loads, our request for funds, already 
rock-bottom, is being reduced by almost 40 percent. 

Let us look at the petroleum situation. The upsurge of military and essential 
industrial needs for petroleum and petroleum products require an expanded 
drilling program of 80,000 wells in the United States and 10,000 wells abroad 
within the next 18 months. In addition, we must add at the rate of 870,000 
barrels per day per year to the total domestic and foreign refining capacity, and 
also 19,700 miles of domestic pipelines, and 3,800 miles of pipelines in foreign 
areas, 153,000,000 barrels of storage capacity in the United States, and 35,000,000 
barrels in foreign areas. We are asked to do this on the one hand so that our 
national requirements for defense are met. On the other hand, the House 
would reduce by almost 40 percent the staff necessary to accomplish the job. 

Many defense requirements are dependent upon solid fuels industries. The 
most critical, of course, is steel. If steel production had continued without 
interruption, the demand for metallurgical coke was expected to reach 85,000,000 
tons by the end of fiseal year 1953, or an increase of 12,300,000 over the “1950 
level. Because of the current steel strike, and the shut-down of some coal mines, 
and most integrated coke ovens, production of these commodities is at a stand- 
still. When steel production is again resumed, a most substantial effort must be 
made to correct dislocations which may have occurred and make up lost time. 
Unless provision is made to do this job, the solid fuels problem may prove to 
be a major bottleneck of the defense effort. 

These are just a few examples of the tasks with which I am confronted. A 
review of our testimony and submittals to the House would reveal many more. 

It seems appropriate at this point to make one more reference to the position 
of the House committee concerning the “satisfactory” status of our mobilization 
program, The report cites as substantiation of its position the Fifth Quarterly 
Report of the Office of Defense Mobilization. It does not refer, however, to this 
caveat in this very report: “An extended shut-down in any of the basic-materials 
industries, such as steel, copper, or aluminum, would of course, reverse the 
present improving supply outlook and necessarily extend the period during which 
allocation controls will have to be imposed.” We are in the throes of such a 
shut-down in the steel industry. This shut-down, even were it to be concluded 
in the near future, will have a serious impact on the programs under my 
jvrisdiction, and inevitably will cause us to fall substantially short of the 
goals which we must attain. Yet, despite the realities of the situation with 
which we are confronted, we are asked by the House, in effect, to disband, for, 
as the House infers, our job is done 

The second criterion by which the House committee was guide@ in reducing 
our request was inadequate use for the defense program of existing personnel 
and services. Although this charge is not directed explicitly at the Department 
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of the Interior by the committee report, the serious reduction in our request 
by the House indicates that it, of necessity, was a factor in the reasoning of the 
House. I should like to make my position clear in this matter. I have instructed 
my key officials, both in the regular agencies of the Department and in the 
defense agencies, to make fullest use for defense purposes of the facilities of 
the regular agencies of the Department, consistent with the work programs of 
these agencies prescribed by the Congress itself. As a result of my instructions, 
substantial work is performed by the regular agencies for the defense agencies. 
Substantial economies have been etfected in my own office, for example, resulting 
from the assumption by the administrative service divisions of my office of 
responsibilities for servicing the defense agencies of the Department. More, 
perhaps, than any other regular department concerned in the defense program, 
exempting the Defense Department itself, the Under Secretary and I devote 
ourselves to defense-production matters, while continuing our supervision of 
the Regular Establishment. We have gone as far in this direction as we can 
go Without crippling our regular programs, which themselves make an enduring 
contribution to the ability of the Nation to withstand long periods of mobiliza- 
tion. I should like to recall for you what I said on this matter in my statement 
to your committee last year: 

“The regular programs of the Department have been reoriented on the basis of 
defense needs, not to do the jobs with which the defense administrations have 
been specifically charged, but because the work of the regular bureaus and the 
defense administrations of the Department must go ahead together in mutual 
and inseparable support of the defense effort. The purposes of both are to secure 
the maximum effective use of our natural resources. The differences lie in the 
emphasis on the rate at which the development and utilization of resources must 
take place, the concern of the defense program with matters of production and 
distribution, and the degree to which various governmental controls must be 
exercised. 

“The reprograming of regular bureau activities was carefully done, and care- 
fully reviewed. The Congress took an active part in that review and thoroughly 
searched our estimates to insure that only the essential portions of our regular 
program were carried on.” 

In the hearing before your committee last summer, the proposal that the work 
of the defense agencies be absorbed by the regular agencies of the Department 
was discussed fully. I should like to quote here Senator Hayden’s remark, which 
appears in the printed record of this hearing: 

“Senator Haypen. I handled the Interior appropriation bill. and it was not 
contemplated in that bill that the appropriations made regularly to the Depart- 
ment should be used for the purposes of work necessary to be done by the defense 
administrations. The assumption on the part of Congressman Cotton that it 
would be done is utterly impossible. I know what I am talking about because I 
handled the bill, They have neither the money to do it nor do they have the 
men to do it.” 

The situation this year is exactly as it was last year insofar as Senator Hay- 
den’s comment is concerned. We have presented to the Congress a request for 
funds with which to perform the essential functions of the regular agencies of 
the Department. This request has been reviewed thoroughly by this committee 
as well as by the House of Renresentatives. I am certain you are as convinced 
of the necessity of the jobs which we proposed to do as we were in submitting 
the request. We are confronted again this year, as we were last, with the pro- 
posal that in performing our additional, and clearly defined responsibilities in the 
defense program, we vitiate the intent of the Congress by diverting resources 
which are clearly intended for other essential purposes. I cannot accept the re- 
sponsibility for doing this, knowing full well the debilitating impact it will have 
both on our defense program and on the regular programs of the Department. 

I wish to make these points in conclusion. We are at a serious juncture 
in our national affairs. We are engaged in a mobilization program which, 
despite the confusion surrounding its scope, is clearly a partial mobilization 
program—only a piece of what we will have to accomplish if war comes. Even 
this partial program, despite some glowing reports of the recent nast, is only 
partially completed. Those portions which are under my jurisdiction represent 
the greatest hurdles yet to be overcome. These are points which I would have 
made if the steel shut-down had not occurred. But the steel shut-down is a 
fact, and its existence creates problems which will persist for a Jong, long time 
in the future even if a solution to the shut-down were reached today. And 
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ebove all, as any reader of the daily papers knows full well, we are confronted 
with dangers throughout the world, from Berlin to Indochina, which can convert 
eur complacency concerning partial progress toward partial goals into tragic 
chagrin for having been lulled into retrogression. For my part, I must inter- 
pose my objection to this attitude by pointing out that a reduction of the 
requests for $4 million for the defense activities of my Department represents 
a dismantling of a program at a time when there is every reason to retain it 
intact. The request which I made of the House of Representatives represents 
the minimum which I must have to perform the job with which I have been 
charged. I cannot do it with less. Consequently, I ask earnestly that the full 
amount be restored by the Senate. 
Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


DerensE Soiip Furts ADMINISTRATION 
SALARIES AND EXPENSES 


Mr. Day. Mr. Connor can pick up on the specific matters concerning 
Defense Solid Fuels Administration as you wish, and the other ad- 
ministrators are available to speak on their particular programs. 

Chairman McKetuar. All right, Mr. Connor. 

Mr. Connor. Senator, I am the Administrator for the Defense Solid 
Fuels Administration, one of the agencies affected by this cut, and af- 
fected very drastically because of the fact that we are a small agency 
to begin with and have been operating on a bedrock basis. 

The 3714-percent cut that ae been proposed by the House would 
mean a reduction in our force of about 40 percent, or about 22 people. 
In other words, it would bring us down to a level of 28 as a maximum. 

Chairman McKettiar. Was this made by the House, this cut? Or 
the committee and the House? 

Mr. Connor. It was passed by the House. 

Chairman McKetuar. I know it was passed by the House, but did 
the committee first recommend it? 

Mr. Connor. That is right. 

Chairman McKeutar. Go ahead. 

Mr. Connor. And, on that basis, it would curtail the personnel to 
such an extent that we would not be able to carry on effectively, sir. 

Chairman McKetxar. How much did you have last year? 

Mr. Connor. Last year we had $448,400. We asked for $430,000 
this year, a reduction of $18,400, and the force that we are asking for 
this year is exactly the same as last year, or 50 people. 

Chairman McKetiar. All right. Any questions, gentlemen ? 

Senator Corpvon. Mr. Chairman, I would like to know what need 
there is for a Solid Fuels Administration at the present time. 

Senator Krrgore. Mr. Chairman, could I ask a few questions? 

Chairman McKetuar. Will you withdraw your question, Senator? 

Senator Corpon. Yes. 

STEEL STRIKE 


Senator Krieore. Mr. Connor, what impact has the steel strike had 
on the Solid Fuels Administration as a whole, with reference to your 
work? 

Mr. Connor. Immediately it has cuused a cessation of a~good part 
of the work that we have had to do, both with reefrence to the Mate- 
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rials and Equipment Division and also as to the number of applications 
that we are having for tax amortization and the loans, and every 
branch, I might say, in the Division will be affected by that. 

Senator Kireore. You mean a reduction in work, or an increased 
workload ? 

Mr. Connor. Are you talking about the immediate time? 

Senator Kircore. Immediate and future, in fiscal 1953. 

Mr. Connor. The immediate result is that there has been a slacken- 
ing of the workload. But as soon as the steel strike is resumed, and 
the scramble for materials is again bvought forward, we will have a 
very much increased load. 

Senator Kirgorr. Which will include a scramble for machine tools, 
as well as for steel for the mines. I> that not right ? 

Mr. Connor. That is right. 

Senator Kitgore. Also, do you not have to handle the question of 
coke production from coal? 

Mr. Connor. We do. 

Senator Kircorr. That will be enhanced by the increased plants; 
will it not? As soon as the strike is over, there will be more coke 
required as ingot production increases; is that not right ? 

Mr. Connor. Correct. 

Senator Kirgorr. And as chemicals increase there will also be more 
demand for coke production as well as byproducts production ? 

Mr. Connor. That is true. 


CLAIMANT AGENCY FUNCTION 


Senator Kirgore. Are you not the claimant agency for all of those 
items for the entire solid-fuels industry ? 

Mr. Connor. We are the claimant agency for coal, coke, and coke 
byproducts and chemicals. 

Senator Kitcors. As well as railroad transportation and every- 
thing else affecting the delivery of coal to the ultimate purpose for 
which it is used: is that right? 

Mr. Connor. We are not a claimant agency for transportation facil- 
ities. That is the Defense Transport Administration. 

Senator Kirgore. The Defense Transport Administration ? 

Mr. Connor. Yes, sir. 

Senator Krcorr. But vou anticipate that your workload will in- 
crease rather than diminish as soon as steel gets back into production 
again ? 

Mr. Connor. I do not think there is any question about that. 

Senator Kirgorr. One other question. When you were in here 
before, Mr. Connor, I talked to you. Is it not a fact that we are 
also undergoing a modernization of the large mines, and that the 
mines that have not hitherto been mechanized are gradually, when 
they can get the capital and the material, mechanizing ? 

Mr. Connor. They are, and a great many new mines are making 
applications for permits for construction and the materials and equip- 
ment necessary to produce the coal, especially in metallurgical coal. 

Senator Kizcore. That applies largely to metallurgical coal? 

Mr. Connor. Yes, sir. 


Senator Kireorr. Does that not entail an extra amount of work on 
your part? 
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Mr. Connor. It does. 

Senator Kueore. And is that not brought about also by a manpower 
question, in that with mechanization you could increase the output of 
the mine without increasing the manpower requirements? 

Mr. Connor. Yes, sir. 

Senator Kireorr. In other words, the tonnage per man increases 
with the mechanization, although the capital investment also increases 
with mechanization ? : 

Mr. Connor. That is correct. 

Senator Kiurgore. But it requires more machine tools and more steel 
and more copper wire and everything else to do that. 

Mr. Connor. That is correct. 

Senator Kiicorre. And, as long as controls exist, there will be an 
absolute necessity for the processing through your office of all those 
requests ¢ 

Mr. Connor. Yes, sir. 

Chairman McKetuar. Senator Cordon, did you have a question? 

Senator Corpon. Yes. 

After you have been led by the hand through that examination 

Senator Kireore. Just like a timber examination out in the North- 
west, I should say. 





1952 APROPRIATION 


Senator Corpon (continuing). I would like you to walk alone and 
answer this question: You had $448,400 in 1952? 

Mr. Connor. Yes, sir. 

Senator Corpon. You asked for $430,000 in 1953? 

Mr. Connor. That is right. 


CARRY-OVER FUNDS 


Senator Corvon. How much carry-over did you have with $448,400? 

Mr. Connor. I am sorry I can’t give you that, sir; but it would be 
relatively a small amount. 

Senator Corpon. If you do not know how much it is, how do you 
know whether it is big or little? 

Mr. Connor. Just a few thousand dollars. 

Senator Corpon. Are you answering the question now, or guessing ? 

Mr. Connor. I know approximately what we expected to have: 
about 20 or 30 thousand dollars’ balance. Whether we have or not, 
I don’t know. 

Senator Corpon. Who is there in your group that does know ? 

Mr. Connor. There isn’t anybody here today that can give you that 
information. 

Chairman McKetxiar. Can you put it in the record? 

Mr. Connor. Yes, sir. The amount is $29,602. 

(The information referred to follows:) 


Almost $20,000 of this amount was received a few days ago, on June 25 spe- 
cifically, covering money appropriated by the Congress to cover the pay raise. 


APPLICATIONS WORKLOAD 


Chairman McKe.uar. All right. Any further questions’ 
Senator Corpon. As claimant agency, can you give me the number 
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of claims per month that you have had, month by month, for the last 
fiscal year ¢ 

Mr. Connor. Yes, sir. I don’t know whether I can give them to you 
month by month. 

Senator Corvon, That is what I want. I want to determine the 
trend. I am not interested so much in the amount, as in the way 
business has been going. 

Mr. Connor. The workload statistics that were submitted to the 
House at the hearing showed that, for fiseal 1952 we had 35 applica- 
tions for construction totaling $138 million. 

In 1953, we had 30 applications totaling $159 million. 

For coal mines, we had 165 applications, totaling $173 million. 

And in 1953, we had 150 applications, for $150 million. 

Senator Know.anp. What page out ot the House record are you 
reading from? 

Mr. Connor. This is page 214. 

Senator Corvon. The 165 was for what year? 

Mr. Connor. The 165 was for 1952. 

Senator Corpon. And 150 for what vear? 

Mr. Connor. 1953. 

Senator Corvon. You just started, in 1953, did you not? You had 
not any more than started your work fer 1953. 

Mr. Connor. That is the workload statistics from the comparative 
standpoint. 

Senator Corvon. You are assuming from what you had in 1952 that 
you are going to have 150 applications in 1953. You have not had them 
yet. 

Mr. Connor. That is right. 

Senator Corpon. That is the projected workload ? 

Mr. Connor. That is right. 

Senator Corpon. By the same token, your 35 applications in 1952 are 
a record of what did happen, and your 30 is a prospective proposition ¢ 

Mr. Connor. Projected: yes, sir. 

Senator Corvon. Or a projected one, on which you set up this re- 
quest. for $430,000 ? 

Mr. Connor. Yes, sir. 

Chairman McKe iar. Any further questions? 

Senator Corpon. I am trying to get some answers to these. 

Mr. Connor. On major capital additions we had 25 applications for 
priorities, totaling $930,000, and we exnect the same amount for 1953. 

For coal mines, we had 482 totaling $24 million. 

Senator Corvon. How many, again? 

Mr. Connor. Four hundred and eighty-two. 

Senator Corpon. And the total? 

Mr. Connor. $24 million. 

And for 1953, we had 500, totaling $28 million. 

Senator Corpon. Do you still expect that many? 

Mr. Connor. Yes, sir. 

Senator Corpon. In view of the fact that you have this steel shut- 
down ? 

Mr. Connor. Senator Cordon, regardless of what the situation is at 
the minute with reference to steel, we do expect that after this suspen- 
sion is over, we will have a flock of applications coming in. People 
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are not spending money for major capital additions until they know 
what the situation is going to be. 

Senator Corpon. Well, in that event, for that period or whatever 
period it is, you will have a reduction. Do you expect to reduce your 
personnel during a period when you have less use for them, or not? 

Mr. Connor. During the period of the steel suspension, you mean ? 

Senator Corpon. Yes. 

Mr. Connor. No, sir, I do not think that we can, because we have 
these applications coming in currently, although the larger ones and 
the new applications are not in such large amounts. 

Senator Corpon. Then you will not need more help if you get more 
applications, but you will need the same amount if you get less? 

Mr. Connor. I think it is necessary for us to maintam our force in 
order to carry on efficiently as we have. 


HOUSE ACTION 


Senator Corpon. You have $268,750 from the House. By the way, 
did the committee make any report on that? I do not hateus to 
have the report in front of me, so I ask you. 

Mr. Connor. Will you repeat that question ? 

Senator Corpon. I want to know what the House said about the 
reduction it made. Maybe I can find it for myself. 

Mr. Day. I think, Senator, you will find there is nothing specific 
in there on Interior, or any of its agencies. 

On page 20 there is just the item recommendation. 

Senator Corvon. ‘There is nothing there with respect to any of these 
war items, as a matter of fact. 

Mr. Day. Iam sorry. I misled you. 

Senator Corpon. The National Parks Service appears there, and 
that seems to be all there is. 


PROJECTION OF BUDGET REQUIREMENTS 


Senator Kizcorr. I have a few more questions I would like to ask 
along that line. 

I noticed here in the testimony before the House, and I did not 
fully understand your response to Senator Cordon’s questions, that 
you list fiscal 1952, 35 applications on coke ovens, a total of $138 mil- 
lion, and 165 applications, construction applications, on coal mines, 
totaling $173 million. And in the next column, fiscal 1953, 30 appli- 
cations for coke ovens, $159 million, and 150 construction applica- 
tions on coal mines totaling $150 million. 

Now, I did not understand what you meant by projection. Do you 
have on file those applications for 1953 in which they want to start 
work in 1953, or are ie just estimates ? 


Mr. Connor. Those are estimates of what we will receive in 1953. 

Senator Kricore. What are those estimates based on ? 

Mr. Connor. They are based on the applications that we are re- 
ceiving currently each week. 

Senator Kircore. What is the nature of the applications? 

Mr. Connor. For new mines, new coke ovens, reconstruction of coke 
ovens. The coke industry, as you know, and as we have set out spe- 
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cifically in here, consists mainly of byproduct coke ovens, and a large 
percentage of those are over age. 

Senator Kireore. That is based upon advices that you have re- 
ceived of reconstruction or construction of additional ovens; is that 
right ? 

r. Connor. Yes. 

Senator Kireore. Do you feel reasonably sure that those will be 
processed ¢ 

Mr. Connor. We know if we reach the expansion goal in the pro- 
duction of coke, those will be forthcoming. We will have to meet 
that demand. 


COKE-OVEN PROGRAM 


Senator Kurgore. How many priorities do you have to get to build 
a byproduct oven? You have to go into steel and what else to get 
priorities? 

Mr. Connor. Steel, and the equipment that is necessary for pushing 
the ovens, the alloys, the stainless steel required. We have not had to 
get priority on silica brick, but that is one of the things, of course, 
that is very short and has been holding up construction of coke 
ovens. 

I might say, Senator, that our coke-oven program is 6 months in 
advance of the blast-furnace program, and we expect to continue to 
have coke ovens in advance of the blast-furnace requirements until 
the latter part of this year, when the new blast furnaces come in, after 
which time we will have a shortage of coke which, in the later 1953 
period, is expected to reach around 3 to 314 mijlion tons. 

Senator Kircore. Which, of itself, will curtail steel production. 
In other words, the coke shortage will curtail steel production. 

Mr. Connor. Yes; if you don’t have the coal you can’t get coke, 
and if you can’t get coke you can’t get pig iron, and if you can’t make 
pig iron you can’t make steel. 


PRIORITIES 


Sentor Kizeore. So that each one of these applications entails a 
great number of priorities; is that not a fact? 

Mr. Connor. Yes, sir. 

Senator Kireore. For instance, your new mine construction en- 
tails priority applications on machinery. 

Mr. Connor. Yes, sir. 

Senator Kireors. And on rail. 

Mr. Connor. Yes, sir. 

Senator Kircore. And wire, motors, generators, cleaners. 

Mr. Connor. That is correct. 

Senator Kizeore. All right. 

Tht is all, Mr. Chairman. 

Chairman McKetxar. All right, sir. We are very much obliged 
to you gentlemen. 
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POWER PLANT EXPANSION 


Mr. Dryer. Mr. Chairman, I am the Deputy Administrator of the 
Defense Electric Power Administration and acting as Acting Ad- 
ministrator during the absence of Mr. Fairman. 

There are two principal points which I should like to bring to the 
attention of this committee with regard to our program. 

One is that it takes 2 to 3 years to build a steam power plant and 
5 to 6 years to build a hydroelectric plant. Therefore it is only after 
1954 that we can have achieved enough expansion in power capacity 
generally throughout the country to feel that we have enough capacity 
to meet defense loads and essential civilian loads. In some parts of 
the country it will be even longer than that. 

Our problem is further complicated by the fact that we have a 
limited capacity to manufacture heavy power equipment. This means 
that if you are short of materials in any one quarter for the manu- 
facture of heavy power equipment, you cannot make it up later on by 
allotting greater quantities of materials. The power-equipment man- 
ufacturers are already booked to capacity, and if they do not get 
materials in any one quarter to operate at capacity, that production 
is lost. 

Already in 1952, for example, the programed expansion of 9 mil- 
lion kilowatts in 1952 has slipped 1,300,000 kilowatts. 

The net effect of that slippage is that we are going to face power 
curtailments this fall, and also next summer and in the winter, 1953. 
For that reason, we cannot operate as an agency in its declining days. 

Our biggest job still lies ahead. The bulk of the power expansion 
still lies ahead. 

And all the work involved in accomplishing that expansion still 
lies ahead. 

WORKLOAD 


In terms of workload, for example, we have concerned ourselves 
in 1951 with an expansion of some 7 million kilowatts, and in 1952 
with an expansion originally of 9, but now reduced to 7.7. 

In 1953, an expansion of 11 million, and in 1954, an expansion of 12 
million kilowatts. . 

That means that the amount of plant, the number of projects, over 
which we have to exercise supervision, is increasing rather than de- 
creasing. 

Furthermore, the power program uses critical materials concerning 
which we have no real evidence of any improvement in supply, such 
as copper. It is a tremendous user of copper, That, together with. 
the limited manufacturing space for the manufacture of power equip- 
ment, means that we will be hard pressed to get the approved expan- 
sion, the minimum expansion, required to carry loads, with ofr pres- 
ent staff. 

Senator Corpon. Did you hear the testimony half an hour or so 
ago here before this committee from DPA with respect to the matter 
of permitting users of copper in this country to buy in- the open for- 
eign market? 
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Mr. Drrer. I did not hear that testimony, no. On that subject, all 
I can say is that the indicated allotments of copper to the ae indus- 
try for the fourth quarter of this year will represent a reduction from 
the third quarter rather than an increase, and then, more importantly 
then even the matter of copper or any specific material is the limited 
capacity to manufacture power equipment. The order boards of the 
power-equipment manufacturers are filled all this year, next year, 
and into 1954. 

Senator Corvon. That being the case, what particularly is there to 
necessitate your constant supervision You cannot add to their ca- 
pacity. They do not need you to add to their orders. 

Mr. Dryer. No; but then we have to decide who will get, and when, 
such limited equipment as can come out of the manufacturers plants, 
in order to minimize so far as possible the effect of an inadequate sup- 
ply of equipment. 

Senator Corvon. Well, again, the equipment itself has long since 
been ordered by those who have purchased it, and you have O. K.’d 
it already. 

















POWER EQUIPMENT 





Mr. Dryer. But it does not flow automatically from that point on. 
Power equipment is subject to the ultimate in controls, the actual 
scheduling of when each piece of equipment will be delivered, and 
the various stages in this construction process. That is necessary so 
that we can shift the delivery dates of power equipment in order 
to get the most important equipment delivered in the most critical 
spots. 

Senator Corpon. Most of the power equipment is built under 
special specifications, is it not, for a special location and special 
circumstances ¢ 

Mr. Dryer. That is right. You cannot generaly shift the par- 
ticular item, but you can stop work on one item, and within the limited 
. amount of facilities at your disposal you can concentrate the ma- 
f terials and the men on the making of the machines that are most 
B critical. 

: You do not switch particular items of equipment, but you do shift 
the use of manufacturing capacity. 













AUTHORIZATION ACT 





é ee McKe tiar. By what act were your operations author- 
ize 

Mr. Dryer. Our operations were authorized by the Defense Pro- 
duction Act of 1950, and an Acting Power Administrator was brought 
to Washington at the end of September 1950 and was in operation with 
a very small staff at that time. 

The agency itself was formally established early in December 
1950. 
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1953 BUDGET ESTIMATE 





Chairman McKetiar. What is the smallest amount you can get 
along with? 

Mr. Dryer. The smallest amount we can get along with is the $954,- 
000 that has been asked for. We have spent nearly every cent of the 
$996,000 allotted to us this year. That $996,000 was not the amount 
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appropriated but had to be supplemented by a transfer from the appro- 
priations to the regular functions of the Department. 


TRANSFER OF FUNDS 


Chairman McKztxar. Did Congress give you the right to transfer? 

Mr. Dryer. Yes; Congress gave the agencies the right to transfer 
from regular agencies to help defense activities when necessary. I 
think it was a section of a defense appropriation act. 

Mr. Day. Public Law 253. 

Chairman McKe.xar. Read it, please, sir, if you have it before 
you. 

Mr. Day. I am sorry. I do not. 

Chairman Ketxar. This transfer of funds was very objectionable 
tome. I think we waste more money that way than any other way. 

Senator Corvon. It is harder to follow it. 

Chairman McKetxakr. It is a great deal harder to follow it. You do 
not know what is happening. It is very distressing to me that we 
operate in that way. I did not vote for it. 

Mr. Day. I am advised that the language in Public Law 253 is iden- 
tical with this section of the current bill. 

Chairman McKe tar. It is identical with what? 

Mr. Day. With section 1211 of the current House bill, page 49. 

During the current fiscal year personnel and appropriations or funds avail- 
able for salaries and expenses to any department, agency, or corporation in the 
executive branch of the Government shall be transferred to any defense activity 
under the jurisdiction of such department or agency in such numbers or amounts 
as may be necessary for the discharge of responsibilities relating to the na- 
tional defense assigned to such department, agency, or corporation, by or pur- 
suant to law. 

Senator Know anp. Is that in the bill that we are now considering? 

It may be that that is a little more open-ended than it should be, 
Mr. Chairman, and perhaps, if there is authority left for transfer, 
it should not exceed 10 percent of the limitation, because that sounds 
about as broad as a barn door. 

Senator Corpon. That also raises a grave question as to whether or 
not the department from which the transfer was made needed all the 
money that was appropriated to it. 

Senator Know.anp. I would like to get, Mr. Chairman, before we 
act on this bill, if they could get it to us overnight, just specifically 
what transfers have been made under the existing law up until the 
present time. 

Senator Corvon. And from what funds it was transferred. 

Mr. Day. I have that here and can read it. 

Chairman McKe .uar. I would like to hear it. 


SOURCE OF FUNDS FOR TRANSFER 


Mr. Day. Here were the transfers: From construction and rehabili- 
tation, Bureau of Reclamation, $150,000. 

Chairman McKet.ar. To what? 

Mr. Day. To Defense Electric Power Administration, this opera- 
tion Mr. Dryer was testifying about. = 

Chairman McKe tar. In addition to what they had this year? 
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Mr. Day. That has been to help keep them going this past year. 
Chairman McKe tar. I know; but that is a province of Congress. 
Senator Corvon. Maybe it is because the unobligated balance is very 
large in the first part of the year and not so large at the end. 

nator Know.anp. Can we have the rest of these transfers? 

Mr. Day. General administrative expenses, Fish and Wildlife Serv- 
ice, $2,500. 

Management of resources, Fish and Wildlife Service, $8,400. 

Conservation and development of mineral resources, Bureau of 
Mines, $44,000. 

Chairman McKetxar. All that has been transferred to them, in 
addition to what they have got; is that right? 

Mr. Day. There were some other transfers out of the Department 
to the Defense Materials Procurement Agency, but that does not affect 
any of these four agencies here. 

Mranaterrol to salaries and expenses, Defense Materials Procure- 
ment Agency, pursuant to Executive Order 10281, $400,000. 

Senator KNow.anp. From where? 

Mr. Day. These were not from the regular bureaus, I believe. And 
a comparative transfer to salaries and expenses, Defense Materials 
Procurement Agency of $219,000 was made. 

If I remember correctly, when we came before your committee last 
year, the — transfer from the Defense Minerals Administration 
to the Defense Materials Procurement Agency of most of the minerals 
functions under the Defense Production Act that were in Interior, was 
imminent. 

And we explained, I believe, at that time, that the funds were to be 
the subject of arrangement for transfer from Defense Minerals Ad- 
ministration. 

Senator Corvon. You have an equivalent transfer function. 

Mr. Day. That is right. 

I recall distinctly that it was set up by the Bureau of the Budget 
and approved by the President—the actual transfer of the individuals 
and the funds, I mean. That is what these last two items totaling 
$619,000 pertain to. 

These other items were transfers from regular activities of the 
Department to the defense activities of the Department. 

Senator Corpvon. But according to the statement here it was Defense 
Electric Power Administration. 

Mr. Day. That is a defense agency, sir. 

Senator Corpon. The transfers were to that division of the de- 
fense activity, and not to all of them. 

Chairman McKetuar. What is the use of saying anything about it 
at all? Why do you not turn it over to the Department and let the 
Department go ahead? 

Iam glad it has been called to our attention, because if it is humanly 
possible, I am going to have it stricken out of the law. I do not know 
whether these gentlemen agree with me. The Congress has the right 
and it is the duty of the Congress to say where these things go. It 
is not your duty. It is not your duty at all. I am not talking to you 
personally, but to any officer of the Government. 

It is not your duty. When you legislate, you are violating your 
duty to your Government. This thing has been misconstrued. It 
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must have gotten into the bill just at the close of the session of Con- 
gress when everybody wanted to go home. 

Mr. Day. I do not know the legislative history of this, but it might 
well stem from the fact that at the outset of this whole program, it 
was the intent of the Congress, and it was urged in the report of 
the current House bill, that the facilities and the resources of the 
regular agencies be used to the maximum extent possible. 


PROPOSED AMENDMENT 


Chairman McKe.uar. I am going to offer an amendment to pro- 
hibit that in this appropriation. It is not your province to legislate; 
it is not our province to give you the power to legislate. It is not 
within our jurisdiction to do that. 

Senator Corpon. Whether the $150,000, $200,000, $8,400, and $244.,- 
000 was transferred from agencies of the Department of the Interior 
or was transferred to and expended by the Defense Electric Power 
Administration, I do not know: do you? 

Mr. Day. I do not have the detail of that. We can get it and give 
it for the record. 

Senator Corpon. Can you give that ¢ 


TOTAL SOURCE OF FUNDS 


Mr. Dryer. The amount we had allotted was $750,000. The excess 
over $750,000 came from these sources. 

Chairman McKetxiar. Last year you had $996,600. How much did 
you get in addition by these indirect methods ? 

Mr. Drrer. The $996,000 includes these transfers. It is the total 
amount available to us. 

Senator Corpon. It gave you more money than you had appro- 
priated, plus what was transferred to you by $46,000. Where did 
vou find that! 

Chairman McKeuxar. That is a practice we have to stop. We 
Senators are violating our oaths of office passing that type of legis- 
lation. I may have voted for it. The bill may have come up at the 
last minute when we were in a hurry to get away. It ought to have 
more consideration than we have time to give it. It is our duty to 
look after the funds of Government and to say where they will go. 


ALLOCATIONS OF CRITICAL MATERIALS 


Senator Corpon. With respect to the work of the Defense Electric 
Power Administration, I had some experience with that last fall 
and followed it through since. With respect to allocations of critical 
materials, my understanding then was it was expected that there 
would be a lessening of the critical nature of hard metals as the year 
grew on, and the events proved that prediction was correct until this 
last debacle in the steel- industry strike. 

If we may forget for a moment the effect of the steel strike, because 
it may be settled any minute, you should have had less work as a 
result of the easing of the past necessities. Is that right? 


Mr. Dryer. I would like to commeit on that briefly. Assuming 
a liberalization in the amounts of rmxterials that are available for the 
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power industry, the work of allotting greater quantities of materials 
is just the same as the work of allotting smaller quantities of mate- 
rials. You allot materials and you issue pieces of paper. You have 
to select the projects which will receive the pieces of paper. 

Senator Corpvon. You cannot free it from allotment as you did last 
fall, or certain types of it? 

Mr. Dryrrr. I do not know to what you have reference, our freeing 
something from allotments. 

Senator Cornon. I can recall when you substantially dropped your 
control on stainless steel because it was in adequate supply for a 
while. 

Mr. Drrer. That is right. That was the dropping of an item on 
a sheet of paper, the sheet of paper containing the allotments of all 
the allotted material. 

Senator Corpon. All you deal with is a sheet of paper. You make 
up the sheet of paper in the first place. You execute the items on 
the sheet of paper and then you are through. If you drop it from the 
sheet of paper you have dropped it from your control and from the 
necessity of paying money to somebody to control it. 

That is the situation, is it not ? 

Mr. Dryer. You have dropped one line item on the sheet of paper. 
To that extent you have saved some time. 

Senator Corpon. If you drop two, you have saved twice as much, 
and so on. 

Mr. Dryer. It is not proportional because you still have the prob- 
lem of project selection for the balance of materials that remain to 
be allotted. The biggest part of this allotting job is not figuring out 
the amounts for each project, but figuring out the projects to which 
you can give materials within your total over-all allottment. 

Chairman McKeuiar. Let me ask you this question : Is the allotting 
part of the work so heavy that you have to wait a few days before 
Congress adjourns to submit your bills to Congress ? 

This bill here that you referred to as your ‘authority for changing 
appropriations from one place to another was passed and became law 
on the Ist day of November 1951. It must have been considered 
in the very last days of the Congress. It must have been considered 
then because I surely would never have allowed it to pass if I could 
have helped it. I would not have allowed a provision to go into law 
like this. 

I think that is wrong. I do not mean it is wrong on your part. IT 
do not mean to charge you with anything of that ‘sort, but I do say 
it is vicious legislation. We ought to have these bills up before we 
adjourn. 

I will certainly make a motion when it comes to make this bill 
to strike out that provision from the bill so that it will not be the law 
in the future. That is just an appropriation bill. It is not an author- 
ization. It applies only to this bill. 

Is there anything further? 

We will take the next witness, please. 
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Derensp Fisuerres ADMINISTRATION 
PERSONNEL 


Mr. Anperson. I am the Deputy Administrator for the Defense 
Fisheries Administration. I am also the Chief of the Branch of Com- 
mercial Fisheries of the Fish and Wildlife Service. 

The Defense Fisheries Administration is probably the smallest de- 
fense agency. We only had 26 positions at the beginning of this fiscal 
year. Weare down to 15 positions now. 

We have an integrated work system so that we work very closely with 
the Fish and Wildlife Service, which is the old-line fisheries agency in 
the Department, and by means of that we have been able to take care of 
the requirements of the fishing industry. 

Chairman McKetuar. Why have two organizations doing exactly 
the same thing? We have a Fishing Administration and we have 
appropriated for them. Here is the Defense Fisheries Administra- 
tion. What is the connection between the fisheries in defense and the 
general fisheries administration ? 

Mr. Anverson. The Defense Fisheries Administration has to per- 
form for the fishery industry the very same thing Agriculture does for 
other foods. The Defense Wederies Administration acts as a claim- 
ant agency and also as an advisory agency. 

Chairman McKetiar. When was that established ? 

Mr. Anperson. In December 1950, the same time the other Interior 
defense agencies were. 

Senator Corpon. Were you connected with it last year at the time 
we made the Sener eee? 

Mr. Anverson. No, sir. I have two positions in the Defense Fish- 
eries Administration. In addition to my regular position, I am also 
chief operations officer. 

Senator Corvon. I will say to you last year you came before this 
committee with rather an ambitious table of organization which we 
insisted that you review, modify, and drastically reduce, which you 
did, and which I want to say as one member of the committee, was 
appreciated, because you did heed the injunction of the committee and 
you made a reduction. 

As far as I have been able to determine, you have been able to suc- 
cessfully function under the reduced personnel ceiling that was set 
there by the committee with your cooperation. If J remember cor- 
rectly, your 15 persons are less than the number that was peranres 
at that time in the table of organization; is that correct 

Mr. Anperson. No. If I understand you correctly, there were 26 
early last year. 

Senator Corpon. Fifteen is less than those that were permitted 
you and which were set up. 

Mr. Anperson. Yes, sir. 

Senator Corpon. You are now functioning under 15? 

Mr. Anpverson. Yes, sir. 

Senator Corpon. I extend my congratulations to you again. I will 
be happy to O. K. that. 

Mr. Day. With the reductions in funds they would-be down to 7 
according to the apportionment. So their bare minimum is 15. 
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Chairman McKeuxar. Every man thinks his own organization is the 
most important. . 

What I want you to do is to cut down to the lowest possible figure. 
We want to help the Government at a time like this. We want to 
appropriate every dollar necessary, but we ought not to appropriate a 
single dollar which is not necessary and we ought not to transfer these 
dollars from one place to another. Somebody may misuse that money. 

I have been looking people in the face as a trial lawyer and I think 
I know honest people. You are a perfectly honest man. I am not 
criticizing you, but I am criticizing the principle of appropriating a 
lump sum and telling our people in the Department to spend so much 
money, just transfer it from one place to another. There is nothing 
personal in this, but I am telling you what I think is good legislation 
and what I think is bad. 

This is bad and it ought to be stricken out. You have to ask for 
what you want. If you need it, I am one to vote for it, but I do not 
want you to use appropriations for a purpose other than that which 
they were intended. 

Mr. Davis. 
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FUNCTIONS AND PROGRAM 









Mr. Davis. I am acting Deputy Administrator for the Petroleum 
Administration. On the basis of comprehensive studies that have 
been made in recent months by the National Security Resources Board 
and PAD, it has been determined that the petroleum expansion 
program is far short of the requirements during the mobilization 
period. 

As a result of those determinations, we have established production 
goals which I will give you briefly. 

On drilling of oil wells we plan to drill 80,000 new oil wells during 
the next 18 months beginning July 1, in the United States, plus 10,000 
new oil wells abroad. 

Senator McCarran, The Government is going to do that? 

Mr. Davis. In our program itis provided that the industry with 
pipe allocations through PAD and with money supplied by industry 
will drill 80,000 new oil wells. 

Chairman McKetuar. But not the Government ? 

Mr. Davis. No. 

Chairman McKe tar. Isthe Government drilling any new oil wells? 

Mr. Davis. No. This is entirely a program to be built with industry 
capital. PAD has programed and allocated materials to cover it. The 
number of oil wells drilled in the year 1951 was approximately 42,500, 
to give you a comparison, 

Chairman McKettar. Did you use this authority in the act of last 
year, or did you give a part of your appropriation to some other 
agency ? 

Mr. Davis. We received no appropriations, according to this list, 
from any other Interior agency. We certainly did not give up any 
of our appropriations. 

Senator Corpvon. Did you get any from anybody else? 
Mr. Davis. No, sir. 
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Chairman McKetuar. You did not receive or give? 

Mr. Davis. That is right; nor transfer out. 

Chairman McKeuiar. You just carried out the wishes of Congress 
as expressed in the act. 


PRIVATE INDUSTRY EXPANSION 


Mr. Davis. The second point in our rogram covers the addition of 
a“ capacity in natural gasoline liquids and manufacture of LPG of 

8,000 barrels a day. 

a he third point in the program, the third goal, calls for the increase 
of refining capacity in the United States to a rate of 500 000 barrels 
per day per year. 

In pipeline construction we expect the industry to add 19,700 miles 
of new pipeline and 3,800 miles of new pipeline abroad. 

Chairman McKe tar. Is private industry going to establish this 
abroad ? 

Mr. Davis. Yes. It is all private money for programs developed 
by the Government through p -AD and DPA, approved by Govern- 
ment for the construction of private facilities, both in the United 
States and abroad, to meet the continually increasing demand for 
petroleum products. 

Storage capacity will be increased by a total of 153 million barrels 
in the United States and 35 million barrels abroad. 

The basis of these programs is what we in PAD have determined 
that the industry will be willing to finance and install with their own 
funds within this period. 

Chairman McKe ar. This is really a war measure? 

Mr. Davis. No, sir; this will not take care of the United States in 
the event of war. The best you can say about it is that it takes care 
of the increased demand of the military during its rapid mobilization 
period and the increased commercial demands during the same period 
with a very little cushion to be used in case of an all-out emergency. 

Chairman McKe tar. This is not a correct: statement then when it 
says the Petroleum Administration for Defense ? 

Mr. Davis. It is for defense. The military expansion is certainly 
for defense. The billions that are being appropriated for new planes 
and tanks are for defense. 

Chairman McKeuiar. We ought to have plenty on hand now? 

Mr. Davis. That is right. We feel this is a minimum program and 
if anything we are behind in it. The Petroleum Administration for 
Defense is operating with a minimum staff. 


PERSON NEL 


Chairman McKeuiar. How many people have you employed ¢ 

Mr. Davis. We have a total of 307 classified employees. 

Senator ELttenper. What other functions do you perform to see to 
it that the petroleum industry has its proper allocation of materials? 

Mr. Davis. We are charged with the responsibility for seeing that 
the military and civilian requirements of essential petroleum products 
are met. _ 

Senator ELLenper. You do that by allocating the materials in order 
to obtain that production, do you not? 














SUPPLEMENTAL APPROPRIATION BILL, 1953 265 







ALLOCATION OF MATERIALS 





Mr. Davis. No. Our responsibility is twofold: One, to encourage 
the expansion of capacity to meet increasing requirements. 

Senator Ettenper. How do you do that? 

Mr. Davis. By the allocation of materials. We also have a re- 
sponsibility for seeing that supplies are available in the cases of 
emergency and crises to meet the demands of mobilization defense. 

Senator Evtenper. You do that by increasing production? How 
do you increase production ? 

Mr. Davis. We do it by allocation. We just finished a 4-week strike 
in the petroleum refineries which practically put us out of aviation 
gasoline. 

Senator McCarran. Do you have any dealings with the big com- 
panies in the Middle East? 

Mr. Davis. Yes, sir; we allocate materials for their construction 
programs and deal with the foreign production. 

Senator McCarran. How much is that? How much is devoted to 
that in the Middle East ? 

Mr. Davis. You cannot separate the Middle East from the other 
foreign, because all of our foreign operations are handled as a whole. 

Senator McCarran. Where are your foreign operations? 

Mr. Davis. We are charged with the responsibility of maintaining 
supplies to support the efforts of the United States abroad. 

Senator eek I am asking where it is. 

: Mr. Davis. The Middle East, Europe, South America, Canada, and 
E the Far East. 
Senator McCarran. Do you distinguish between Europe and the 
Middle East and South America ? 
Mr. Davis. Not in the amount of funds; no, sir. 
Senator McCarran. That is not involved in the expenditure of 
funds ¢ 
Mr. Davis. We do not spend any funds there. All we have is a staff 
function in PAD which handles the allocation and distribution of oil- 
country tubular goods and materials for foreign use. We have no 
staff abroad. 
Senator McCarran. You have no staff abroad at all? 
Mr. Davis. No, sir. 
Senator McCarran. Do you get any materials abroad ? 
Mr. Davis. PAD does not get materials abroad. 
Senator McCarran. Do you get any oil abroad ? 
Mr. Davis. PAD does not get oil abroad. The companies who oper- 
ate abroad, of course, do. 
Senator McCarran. Why do you spend money abroad at all? For 
what do you spend money at all abroad ? 
Mr. Davis. Only in the United States to carry out the programs 
a that have been approved as expansion goals in the petroleum industry 
P abroad. 
{ Senator McCarran. What are those programs? 
d Mr. Davis. Well, I mentioned the drilling of 10,000 oil wells abroad. 
: Senator McCarran. That is a private activity, is it? 
: Mr. Davis. That is right. 
Senator McCarran. What have you to do with that? 
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Mr. Davis. We have to provide oil-country tubular goods. 

Senator Corpon. You mean you provide the hunting license for 
those people to go and buy that stuff, and they cannot buy it without 
the allocation certificate that you issue? 

Mr. Davis. That is right. We issue the tickets on which they get 
an allocation of oil-country tubular goods from the mills in this coun- 
try, to supplement the amount that is produced abroad. The same 
is true of refining capacity abroad. We issue allocations for the pro- 
duction of special items of refining equipment which are purch in 
this country ; and there is the same procedure with pipelines. 


LABOR STRIKES 


Recent strikes in the petroleum industry, of course, as well as the 
current steel strikes, are raising serious problems and adding addi- 
tional burdens to PAD. We lost between 50 and 60 million barrels 
of production of petroleum during the strikes, and the prospects of 
shortages next winter are very considerable. It is too early to appraise 
what shortages there will be, but we already have indications that 
products are going to be in short supply. It is PAD’s responsibility 
to deal with those shortages. ¢ 

Chairman McKexiir. You would rather have shortages in supply 
rather than have too much on hand, because too much on hand does 
not make for prosperity? Shortages make for prosperity, is that true? 
We have had shortages for the last few years, and our people have 
been very prosperous. 

Mr. Davis. We have been short of aviation gasoline ever since the 
beginning of the Korean affair, and we are still short. We expect to 
continue with shortages of aviation gasoline for the next 12 months. 
That poses a very serious problem, both with increased production 
and the distribution of the available production. 

We also have serious product shortages that we are probably goin 
to be faced with before the 12 months are out. These are additiona 

roblems to what we had last year, because of the steel strikes and 
cause of the oil strikes. 


1952 EXPENDITURES 


The cost of operating PAD during the current fiscal year amounted 
to $2,337,000. 
Chairman McKetuar. That is $2,337,000? 


1953 BUDGET ESTIMATE 


Mr. Davis. Yes, sir. And we have for fiscal 1953 requested an ap- 
propriation of $2,315,000, which is considered the very minimum 
necessary to carry out the functions of our growing organization, in 
terms of programs, which I mentioned to you, and not in staff. We 
are not increasing the staff, but only our programs are increasing. 
These various levels of the programs represent an expansion over last 
year of over 30 percent in the scale of our operations that will have 
to be performed during the fiscal year 1953. 


Chairman McKetuar. And you want this amount restored ? 
Mr. Davis. Yes, sir. 
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Chairman McKetiar. Can you not get along with less than that? 

Mr. Davis. Our business is growing, sir. We are trying to hold our 
staff at the present levels in the face of a substantial increase in the 
volume of our business. Our programs are larger than they have ever 
been before, and to exercise those programs successfully in this period 
of shortage of petroleum supplies for the military and civilians, we 
feel we have to be staffed to do it. 

Senator Corpvon. Mr. Chairman, why is it that these requests are not 
in a regular appropriation bill, but they come in here with it the last 
hours of the session ? 

Chairman McKet.ar. That is what I have complained about. 


DEFENSE CONTROLS EXTENSION 





Mr. Cawtey (budget officer, Department of Commerce). I think it 
has to do with the extension of the Controls Act itself. It is because 
the Bureau of the Budget insisted that we wait until the bill extend- 
ing the Defense Production Act had passed one House. 

Chairman McKettar. Did you ever try to get any money out of 
the Bureau of the Budget ? 

Mr. Cawtey. No, sir. 

Chairman McKetxar. Do you not think you had better pay a little 
more attention to the people you get the money from ? 

Mr. Caw ey. Yes, sir. 

Chairman McKetxar. Under the Constitution of the United States, 
only the Congress of the United States can furnish the money for you 
gentlemen. I think you had better give the Congress a little bit more 
thought and mind than you do the Bureau of the Budget. The Bureau 
of the Budget is our servant and not our master. I frequently vote 
against the recommendations of the Bureau of the Budget, when I 
think they are wrong. Ordinarily, I think that they are good, because 
they try very hard to do a good job, just like you gentlemen. I know 
you are trying to do a good job. But let us think of these things 
reasonably and not mix up our appropriations. We appropriate for 
one purpose, and we want to spend for that purpose. 

Senator Exxenper. I suppose if the Defense Production Act had 
not been extended, you would not be here today; is that right ¢ 
Mr. Davis. That is right. 

Senator Corvon. When was the extension signed by the President? 
Senator ELienper. It was signed 4 hours ago. 
Chairman McKe.xar. We are very much obliged to you. 


OFFICE OF SECRETARY 


SALARIES AND EXPENSES OF DEFENSE PRODUCTION 





Mr. Day. I have one brief statement. Our defense production staff 
in the Office of the Secretary is very small relatively. We do coor- 
dinating functions and work with all of the operating agencies in 
helning the Secretary discharge his functions. 

Now, we had requested for 1953, $189,000 as compared with an 
appropriation of $232,200 in 1952. The House bill would allow 
$118,125, and we are requesting a restoration of $70,875, 
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It should be noted that these funds requested this year represent a 
decrease of $43,200 below the funds made available in the fiscal year 
1952, a reduction of 19 positions. Senator Cordon, you will remember 
particularly, that the numbers that we had associated with our organ- 
ization, including the administrative work and our regular functions, 
totaled 46, I believe, in 1952. Those are 46 out of the 52 allowed in 
1952, and they are being reduced to 27 in 1953. 

In addition, through the reorganization and reclassification of jobs, 
the number of supergrades have been reduced. But if we had to live 
with the House appropriation as passed, we would have to cut to 15 
employees. Presently we have 22 on the payroll, out of the previously 
mentioned number of 27. That is the $2,500,000 we want to have 
increased to $4,000,000, that is over-all, for all the defense agencies in 
the Department. 

Senator Corpon. You are not going to get that, and it would be more 
helpful to us, and I believe it would serve you better if you suggested 
to this committee before we act on your appropriation, an intermediate 
figure here that you can set up and function under, because there would 
be on the part of some of us, at least, who want to see this thing work, 
a desire to keep you going, and you are going to leave it where we are 
going to have to guess, and it may hurt you and the thing that you 
stand for as a result of it. 

Chairman McKetiar. And we want to help you; that is our pur- 
pose. 

Senator Corpon. We are trying to get this thing down under this 
eighty-odd-billion dollars, and you cannot get it until you get a dollar, 
you have got to cut wherever there is any Sacs that you can cut down 
a little bit of the meat off the skeleton and still keep him working. 
That is what we are up against, gentlemen, and you could help us. 

Mr. Day. We are down to the bare bones right now. 


TOTAL 1952 APPROPRIATION FOR DEPARTMENT-WIDE DEFENSE ACTIVITIES 


Chairman McKe.iar. How much did you have last year? 

Mr. Day. That was $5,235,000. When we requested our 1953 funds, 
we came in for $4,000,000, and that was a cut of $1,235,000 from what 
we had last year. Now, this $4,000,000 would just keep us going at 
our current rate. And why we are at the bare-bones level now is that, 
as these gentlemen have pointed out, our programs are so much big- 
ger and the nature of these programs is such that they must be bigger. 

Senator Corpon. Now, let us get reasonable for a moment. When 
you started this thing, you started at scratch, and you had to set up 
an organization, and you had to plow the first furrows in determining 
how to proceed. You did not know where you were going or when 
you were going to get there or what it was going to take. 

This committee, if I say so myself, was pretty generous with you 
people in trying to give you enough money so you would err on the 
side of getting going, because we thought you ought to get going. 
But as time has gone on, you have evolved methods of hailing these 


applications as they come in, you have got your forms done, and you 
have your background of information. And you over in Defense 
Electric, why, I know what you have got there. I know that you have 
got your data laid out like that, because I have called on you and you 
have furnished it to me just like that. 
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Mr. Dryer. And it changes every 3 months. 

Senator Corpon. I understand that, and you have the methods of 
cataloging and all of that has been done. As a result, you can handle 
more business per individual, because all of that groundwork has been 
done, gentlemen. If you work at it, you can cut your own figures 
here. You may not be able to cut them $114 million, and I do not 
expect that you can, but you can cut them below this thing and still do 
a reasonably sound job after you have got all of your groundwork 
laid out. IT know that you can do it. May ‘be I have more confidence 
in you than you have in yourselves. 

Mr. Day. We are producing more per person now, but still these 
programs call for more production per person. So all we have asked 
for here is a continuation of the current level at which we are now 
working, and we feel we just cannot do the job ahead of us with a 
reduction from where we are at the present time, with a bigger pro- 
gram ahead of us. 

Senator Corpon. You have heard about that intoxicated man who 
was asked the directions to the station, and he tried to give them, un- 
successfully, several times; and finally he said, “You can’t get there 
from here.” That is where you are with reference to the appropria- 
tions right now, gentlemen. 

Chairman McKeurar. It does seem to me—and I would like to 
refer to the head of the department who has testified here this after- 
noon about the Defense Fisheries Administration—it seems to me that 
work could be done by one of those regular organizations. It reminds 
me of the old League of Nations outfit. They came up here before us 
not long ago, and we found that they had 1,200 or 1,500 employees, and 
they testified at that time that he made all of the plans for the United 
Nations, and he simply directed Mr. Austin and the others in charge 
of it to do as he said. That is in the record; that is his testimony. 

It was before your committee, Senator McCarran. 

It made Mr. Austin very embarrassed when these gentlemen came 
up, and I asked him to repeat what he hud said the day before. The 
evidence was brought forth, and that was very embarrassing, and it is 
embarrassing to us. Do not let us have two organizations doing ex- 
actly the same thing. It seems to me that some of that work could be 
done away with, and I hope you, as the head of that organization, will 
be able to do something about that. I think we ought not to have two 
Fishery Administrations doing exactly the same work, 

Mr. Day. They are very integr ated, and in many cases, the same 
people are going both jobs. But the name, Defense Fisheries Admin- 
istration, gives a distinctive label so that the purely defense aspects 
of their work, like allocations, can be done as a defense function. 

Chairman McKeiuar. We could set up an agency here and call it 
the Senate Defense Advisers, and appropriate them $10 million, and 
they would spend every dollar of it. You could get civilian advisers 
for the Senate. Perhaps under the Constitution we would have the 
right to set up an advisory board and pay them $100,000 a year, and all 
of that sort of thing, but that is not done. 

Well, gentlemen, we are very much obliged to you, and we will take 
a recess now, I think. 


Senator ELLENDER. I think that we have some more witnesses to 
testify. 
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DEPARTMENT OF COMMERCE 
Maritime AcrivitTIEs 


STATEMENTS OF FRANK CAWLEY, BUDGET OFFICER OF THE 
DEPARTMENT OF COMMERCE; ADMIRAL E. L. COCHRANE, MARI- 
TIME ADMINISTRATOR; AND EARL W. CLARK, DEPUTY MARI- 
TIME ADMINISTRATOR, DEPARTMENT OF COMMERCE 


APPEAL OF HOUSE ACTION 


Mr. Cawtey. I would like to have at this point included in the rec- 
ord a copy of the Secretary’s letter dated June 27, addressed to the 
chairman of the committee. . 

Senator McCarran. That will be included in the record at this 

oint. 

(The letter referred to follows :) 


Tue SECRETARY OF COMMERCE, 
Washington, June 27, 1952. 
Hon. KENNETH MCKELLAR, 
Chairman, Committee on Appropriations, 
United States Senate, Washington 25, D. C. 


My Dear SENATOR McCKELLAR: Reference is made to H. R. 8370, the Supple- 
mental Appropriation Act for 1953, reported to the House on June 26, 1952, and 
to House Report No. 2316, which accompanied it. 

The House committee reduced the estimate of $35,000,000 for the defense pro- 
duction activities of the Department of Commerce by $10,000,000. I have 
carefully reviewed the House committee action and would like to take this 
cpportunity to present for your consideration a request for restoration of the 
entire amount of the reduction. 

The House committee in its 1eport indicated that the activities of the 
Industry Evaluation Board, Office ef Interrational Trade, Office of Transporta- 
tion, and Office of Industry and Commerce appear to have no part in the defense 
program or are duplication, at least in part, of functions of other agencies. I 
should like to point out that the programs of each of these offices are closely 
related to the entire defense effort of our Nation and have contributed substan- 
tially to the present mobilization effort. 

In my opinion, there is no program more important to the defense of the 
ceuntry than the interdepartmental industrial security program of which the 
industry Evaluation Board is the keystone. This industrial security program 
is directed especially toward maintaining and preserving continuity of operation 
of key plants and the various facilities upon which they depend. The Board 
has the responsibility for the identification and selection of the industrial 
facilities which are of such vital importance that they in effect are limiting 
factors in the production of necessary military and civilian end products. The 
invaluable contribution which the Board can make is out of all proportion to 
the small amount of money needed for its support. 

The Office of International Trade is assigned responsibilities by the Defense 
Production Administration for representing 65. foreign countries and areas before 
the National Production Authority and the Defense Production Administration 
allocating committees. The operation involves a determination of the require- 
ments for scarce materials and equipment to be met from United States sources, 
and presentation of these requirements before NPA and DPA committees to 
secure allocations to meet essential needs. 

The Office of Transportation has responsibilities in connection with defense 
mobilization assignments from the Office of Defense Mobilization and the Defense 
Production Administration. Its participation on the committees or boards of 
ODM and DPA involve leadership in the development and implementation of over- 
all transportation policies, including those relating to mobilization of transporta- 
tion activities and facilities. 

The Office of Industry and Commerce has been delegated certain responsibili- 
ties which call for definite technical consultation and guidance services in con- 
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nection with the national industrial dispersion program initiated in fiscal 1952 
by order of the President. These services include: (1) advising communities 
through direct consultation and published guides on how to meet dispersion 
criteria, and (2) reviewing community surveys in order to advise the communi- 
ties and the Defense Production Administration that the communities are con- 
forming to the requirements of the national industrial dispersion program. 

I should like to emphasize that the above functions are solely the responsibility 
of the Department of Commerce and if the funds requested are not allowed, 
these vital services to the defense mobilization program will be abandoned. 

The House committee further stated in its report that “no part of the funds 
appropriated are to be used by the Office of the Secretary to provide other than 
printing and duplicating services for NPA. Adequate regular funds exist to 
provide the necessary administrative services for which this office is responsible.” 
The Department’s defense activities have occasioned increased responsibility 
and workload in virtually every unit of the Office of the Secretary and I have 
insisted that this office absorb to the greatest extent possible this increased bur- 
den. This has been done and the request included in the President’s budget 
represents the absolute minimum required to adequately service the defense 
program of the Department. 

The estimate of $35,000,000 includes $34,050,000, or 97.8 percent of the total 
for the activities of the National Production Authority and the field service. 

The reduction recommended by the Hosue committee will require the National 
Production Authority to terminate 25 percent of its per annum personnel im- 
mediately, another 25 percent before December 31 and, by the end of the fiscal 
year, suffer reductions to a point equivalent to 38 percent of current employment; 
numerically, a reduction from 4,200 to 1,600. It will not be possible to absorb 
these reductions and at the same time assure that the military program proceeds 
on schedule. The reduction will force the abandonment of the controlled- 
materials plan for lack of personnel required for its administration—this, at a 
time when the strike in the steel industry has resulted in the loss of millions of 
tons of steel production, with the full impact of such loss yet to be fully appraised 
in terms of the serious effect on the military program. This factor alone has 
upset the timetable for a number of significant decontrol measures and makes 
necessary the extension of the controlled-materials plan through the end of next 
fiscal year if our defense program is not to be seriously damaged. 

The House committee reduction will necessitate the closing of 33 field offices in 
addition to the 30 offices we planned to close within the funds requested in the 
President’s budget. This will eliminate all NPA field offices and will require the 
Department to attempt the impossible task of carrying on NPA field work in the 
42 regular Commerce field offices. In addition to closing field facilities, it will 
be necessary to reduce an additional 202 positions in the offices that remain. This 
will require the virtual elimination of the compliance program and will seriously 
cripple all other aspects of the NPA field program. 

Under “Maritime activities,” request is made for the restoration of a language 
provision which would extend the availability of $40,000 of the 1952 unobligated 
ship construction funds to June 30, 1953 instead of the $200,000 requested of and 
denied by the House. Of this sum $25,000 is for the preparation of a layout for a 
model six-way shipyard, based on the studies conducted at Wilmington, N. C., 
which would be adaptable for use in modifying other similar yards or for the 
construction of new yards to permit the building of the larger type of merchant 
vessels planned for construction in the event of emergency mobilization. The 
balance of $15,000 must be transferred by the Maritime Administration from the 
ship construction appropriation to the Corps of Engineers for the administrative 
and supervisory expenses which they will require for the completion of an exist- 
ing contract with a private architect-engineer firm which covers the (a) study and 
redesign of shipways, (0) study and redesign of outfitting piers, and (c) study 
and redesign of the yard’s transportation system. This project was commenced 
the latter part of fiscal year 1952 with funds in the amount of $160,000 which the 
Maritime Administration transferred to the Corps of Engineers, and it is essen- 
tial that the additional funds be made available to complete the job. These plans, 
when completed, will be adaptable for modernization of similar shipyards or con- 
struction of new yards to build the larger type of merchant vessels planned in the 
event of an all-out war mobilization. In such an event, the existence of these 
plans will speed the reactivation of reserve shipyards and the construction of 
new yards by approximately six to eight months, 


21643—52——-18 
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The attached statements more completely present the need for restoration of 
the reduction proposed. 

Representatives of the Department will be available to discuss this appeal and 
related items with your committee. Your careful and sympathetic consideration 
of this request will be appreciated. 

Sincerely yours, 
JACK GARRETT SCOTT, 
Acting Secretary of Commerce. 


OFFICE OF INTERNATIONAL TRADE 


The funds requested total $185,000. The work involved was supported by 
defense-production funds in fiscal years 1951 and 1952. The request provides 
for a reducing level of employment during the fiscal year 1953. 

The workload which makes this budget necessary is a direct result of the De- 
fense Production Act. The Office of International Trade is assigned responsi- 
bility by DPA Order No. 1 for representing requirements for scarce materials and 
equipment for foreign countries to be met from United States sources and for 
presentation of the requirements before NPA and DPA committees to secure 
allocations to meet essential needs. In scope, the work covers all materials and 
equipment over which NPA and DPA have extended controls. The requirements 
work done with these funds assures that nonessential foreign requirements are 
eliminated; thus, reducing the total demands against United States supplies of 
scarce materials. 

It has been suggested that the work of requirements and claimancy be absorbed 
by diversion of regular funds. Insofar as such shifts are possible, they have 
already been made. 

Activities regularly provided for by allocations from the BFDC and export 
control appropriations have been completely reshaped to aid the national defense 
program and activities not relating to the defense program have been eliminated. 
The budget estimates submitted to the Congress for the two regular appropria- 
tions did not request funds for accomplishing the claimancy function delegated 
the OIT by the Defense Production Administration. Action of the Congress on 
these appropriations to date indicate a substantial reduction which will not only 
affect the other essential defense activities now being carried on by the OIT 
but make it impossible to absorb the claimancy functien. 


InpUSTRY EVALUATION BOARD 


The restoration of the funds required for the Industry Evaluation Board in 
the amount of $231,000 is urgently requested. This entire amount is the esti- 
mated cost to the Department for providing this interdepartmental Board with 
administrative support, including a staff of industrial and other specialists to 
ascertain facts and make recommendations upon which the Board acts, and 
without which it cannot function. The Board's activities stem from the Nationa] 
Security Council’s concern with the problem of industrial security, and are de- 
scribed on pages 74 and 75 of the congressional justifications, Department of 
Commerce, salaries and expenses, defense production activities, fiscal year 1953. 

With the extension of the Board's output into more and more industries, there 
is a corresponding growth in the utilization of its findings by Government agen- 
cies. All of these findings are required to be classified security information, 
secret or higher. Any agency which wishes to receive the Board’s reports is 
required to establish a “‘need-to-know” to the satisfaction of the Board. Among 
the agencies receiving IEB reports as a regular service, which are either Board 
members by Presidential directive, or which have established a “need-to-know,” 
are: National Security Council, Department of Defense (2 sets), Department of 
the Interior (2 sets), Atomic Energy Commission, National Security Resources 
Board, Federal Bureau of Investigation, Office of Defense Mobilization (2 sets), 
Defense Production Administration, National Production Authority (2 sets), 
Mutual Security Agency, and the Facilities Protection Board of the Interdepart- 
mental Committee on Internal Security. Reports of special concern to indi- 
vidual agencies have also been supplied. 

The Board must have continuing financial support in the amount requested if 
it is to continue its essential services. The need for these services is such that, 
were the Industry Evaluation Board unable to provide them, agencies now de- 
pending on them would be obliged independently to initiate similar work. The 
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total cost to Government under such circumstances would be far greater than the 
amount here requested. 

The invaluable contribution which the Board is making is out of all proportion 
to the small amount of money needed for its support. 


OFFICE OF TRANSPORTATION 


The Under Secretary of Commerce for Transportation has two principal 
groups of functions pertinent to mobilizing the transportation industry for 
defense. The first, dealing with transportation mobilization policy matters and 
the proper assignment of critical materials to the various forms of transpor- 
tation, is exercised by the Office of Transportation. The second, the preparation 
of the commercial airline industry for an emergency, is carried on in the 
Defense Air Transportation Administration. These specific responsibilities 
have been delegated to the Under Secretary by Executive Orders 10161, 10200, 
and 10219. 

The Office of Transportation does the staff work for the Under Secretary in 
connection with his duties as: (1) Chairman of the Defense Transportation and 
Storage Committee of the Office of Defense Mobilization. This committee, made 
up of practical transportation men, considers the many problems incident to 
mobilizing the transport industry and offers guidance to the Acting Mobilization 
Director. Careful staff work by experienced people is required for analysis and 
review of the problems presented to the chairman of this committee. (2) As 
a member of the mobilization executive staff, staff assistance is needed to review 
general mobilization problems dealt with there. (3) The Office of Transportation 
also furnishes representation for transportation generally on the Defense Pro- 
duction Administration Requirements Committee and the Defense Production 
Administration Program Adjustment Committee. The work of these two com- 
mittees is particularly important as they are responsible for the allocation 
of strategic materials throughout the economy. As a member of each of these 
committees, it is the duty of the Office of Transportation to see that the needs 
for transportation are carefully presented and receive proper consideration. 
Because of this activity, the Maritime Administration program providing high- 
speed cargo ships and tankers, the civil aircraft program of the Civil 
Aeronautics Administration for both carrier and noncarrier aircraft, and the 
highway-development program of the Bureau of Public Roads all have obtained 
necessary critical materials. 

The work of the Office of Transportation in cooperation with these claimant 
agencies has developed reasonable and justifiable programs in these and other 
fields of transportation—all of which are necessary to assure transportation 
adequate for an emergency. 

The present materials situation, with particular reference to steel and mate- 
rials chronically in short supply such as copper, emphasizes the importance of 
the work of these two committees that make available materials for use by 
the various segments of the transportation industry. 

Once the total amounts of material have been earmarked, the task of ap- 
portioning them to meet the needs of individual industries remains to be done. 
The Office of Transportation assists in this important chore by participation in 
the work of the several division requirements committees of National Production 
Authority, such as the Railroad Equipment Division, the Motor Vehicle Division, 
the Ordnance and Shipbuilding Division, and the Aircraft Division, which allo- 
cate these materials to the specific plants engaged in production of transporta- 
tion equipment and facilities. The careful work of these specialized groups 
insures that critical materials reach the proper plant at the proper time. Like- 
wise, transportation equipment production requires production of many smaller 
components that become parts of a completed product. The work of securing 
materials for these evolves upon the division requirements committees of other 
National Production Authority divisions such as General Components Division, 
Service Equipment Division, and Consumer Durable Goods Division. The Office 
of Transportation also has membership in these groups. 

In addition, the Office of Transportation will continue to analyze and make 
recommendations for Department action on significant transportation legisla- 
tive and administrative proposals, including revisions of economic regulations, 
which substantially affect the ability of the Nation’s transportation system, and 
its major segments, to meet the requirements of the defense effort. 
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DEFENSE AIR TRANSPORTATION ADMINISTRATION 


The Defense Air Transportation Administration has been set up in the Office 
of the Under Secretary to plan the use of commercial air transportation in time 
of war. The billion dollar air transport industry must be used effectively during 
the first hours and days of the war when delay may be costly. 

The use of air transportation in wartime must be ready on a moment’s 
notice. Unlike other industries, we cannot put plants in stand-by condition 
and then take weeks or months to get them manned and under way. Conse- 
quently, DATA’s most important job is to allocate planes from civil to military 
“use. We have reached agreement with the Department of Defense and the 
commercial air transportation industry to provide a civil reserve air fleet of 
331 long-range transport aircraft to be used by the Military Air Transport Service 
in direct support of the Strategic Air Command and deployment of United 
States military strength. 

This fleet must be modified so that it can fly on planned military missions, with 
full flight crews and line and home-base maintenance. The Air Force has vir- 
tually completed detailed specifications and contracts for the modification of 
these planes so that they may be continued in commercial airline use but made 
ready for military use upon 48-hour notice. Because of unforeseen difficulties 
in modifying some of the aircraft and because some adjustments in the original 
plan were considered necessary to keep the remaining civil fleet at peak operat- 
ing efficiency, a task group of industry experts are now completing recommenda- 
tions on a revision of the original allocation of 331 planes. 

The Department of Defense will stockpile sufficient equipment to put these 
planes into active military service. The modifications to be made now call for 
the installation of wiring and brackets to take navigation, communication, and 
other essential military equipment. This stockpile of equipment can be quickly 
installed in the planes. It should be emphasized that after modification the 
planes are continued in commercial airline service until the emergency arises. 
DATA has designated a block of SO aircraft for modification and is about to 
specify the remaining planes by individual number for the civil reserve air 
fleet. 

Contracts must be signed by the air carriers and Department of Defense for 
the use of this fleet and for other services for the military such as training, 
maintenance, and stockpiling services. DATA has participated in a task group 
report to the Secretary of the Air Force recommending pricing policies and pro- 
cedures for possible inclusion in a uniform stand-by contract. It will continue 
to work out these contracts to the extent necessary to bring rapid agreement 
between the airlines, Air Force, Civil Aeronautics Board, and Renegotiation 
Board who have an interest in the contracts. 

The Department of Commerce, represented by DATA, and the Department of 
Defense are setting up an air priority system so that the most essential traffic 
is assured of moving in event of war. An Air Priorities Board has been set up 
and a working group is drawing up its charter. The Board’s policies, its rela- 
tion to the Director of Air Priorities who is to administer the program, and all 
the detailed working plans and mobilization assignments are to be perfected so 
that the system can go into effect on an hour’s notice. To be used only in case 
of war, priorities must be set up in advance to prevent chaos from blocking the 
use of commercial air transportation if war comes. 

DATA is cooperating with the airlines and the aviation industry in general in 
working out an up-to-date survey of manpower needs in event of an emergency, 
when manpower will be critical because the skilled people, such as pilots and 
mechanics, are wanted both by the military and by the airlines. Aircraft need 
men to fly them and men to maintain them. This problem of manpower is one 
of the most knotty that we have to face; and our best efforts will be required to 
solve it. 

Public Law 47 of the Eighty-second Congress provides for the issuance of 
insurance and reinsurance against war-risk losses whenever such insurance 
cannot be obtained on reasonable conditions from private insurance companies. 
Current commercial insurance policies have cancellation clauses against war 
risk. Under this public law, working groups of Government agencies, airline 
representatives, and insurance underwriters have been set up to prepare the 
required insurance documents, the over-all policy of the program, and its admin- 
istration. These groups have almost completed the necessary eleméhts of a stand- 
by war risk insurance program to take care of commercial airlines if they are 
called upon to fly into danger zones in event of war. 
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As an incentive to war production the Internal Revenue Code has been 
amended by Congress to provide for accelerated amortization of facilities 
procured for national defense use. DATA processes air transportation applica- 
tions. In conformity with the principles worked out for aircraft and spare 
parts DATA has made recommendations to DPA on applications involving ap- 
proximately $175 million worth of flight equipment. 

Another incentive program for increasing war production capacity is the 
granting of loans to private individuals under the Defense Production Act of 
1950. DATA is now working out the principles for handling such loan applica- 
tions. 

DATA’s functions are the result of the cooperation of industry and Govern- 
ment. An Air Transport Mobilization Survey was set up in 1950 under the 
National Security Resources Board, and the ideas of the Air Coordinating Com- 
mittee were used as a basis for Government and industry experts to draw up 
final plans for utilization of the commercial airlines in case of war. In order 
to implement these plans, the Office of the Under Secretary first set up a group 
for civil aviation mobilization; the organization was later formalized as DATA. 

DATA now is producing concrete results from the planning represented by 
thousands of man-hours of the best air transport people in private industry 
and Government. Its job is to assure the adequacy and effective use of air 
transportation to meet the needs of our national defense on a moment’s notice. 

The Government with the cooperation of the industry is getting much more 
than its. money’s worth out of DATA. The Administrator, Ray Ireland, vice 
president of United Airlines, is serving without compensation. The Deputy 
Administrator, Charles Cary, is executive secretary of the Air Coordinating 
Committee, and is not paid out of DATA funds. The staff of the Airports and 
Airways Division includes Charles Horne and Ed Smith, who are respectively 
the Administrator of CAA and the newly appointed regional administrator for 
the CAA Pacific region; neither is paid out of DATA funds. In addition, repre- 
sentatives of the air transportation industry, either individually or in task groups, 
give service continually without compensation. 

In view of the functions of the Office of the Under Secretary of Commerce 
aimed toward mobilizing transportation for a possible emergency, the request 
for $100,000 to carry on the work seems a reasonable one. 


OFFICE OF INDUSTRY AND COMMERCE 


The Office of Industry and Commerce is requesting a restoration of the House 
cut of $60,000 for defense production activities. Specifically, this reduction would 
completely eliminate the industrial dispersion work of the Office. 

The national industrial dispersion program was initiated in fiscal 1952 by order 
of the President for the purpose of protecting the rapidly expanding productive 
capacity from the maximum effects of atom bomb attack. Its objective is to 
locate new military or defense supporting plants at least 10 miles from existing 
industrial and population concentrations so that present potential atom bomb 
targets are not made even more attractive and to avoid the creation of new target 
areas, 

The Office of Defense Mobilization and Defense Production Administration 
depend on the Area Development Division (1) to advise communities through 
direct consultation and published guides on how to meet dispersion criteria, and 
(2) to review dispersion surveys undertaken on the initiative of the communities 
in order to advise them and the Defense Production Administration of their 
conformance to the requirements of the national industrial dispersion program. 
Neither the Office of Defense Mobilization or Defense Production Administration 
are set up to provide this necessary assistance to communities. 

Fiscal year 1952 saw the establishment of some 60 community industrial 
dispersion committees sponsored by chambers of commerce and local and State 
planning groups. Every one of the 231 cities in the United States with a popu- 
lation over 50,000 is a potential source of demand for dispersion guidance. In 
spite of the fact that the demand for the services will be increased in fiscal 1953, 
the present budget calls for a lower rate of expenditure as during the latter part 
of fiscal 1952 when the program was just getting under way. 

A small part of the above appropriation is requested for printing services 
for the Commodity Standards Division which has under preparation 20 manu- 
scripts in both the Simplified Practice Recommendations and the Commercial 
Standards series to be completed during fiscal year 1953, plus 11 more now 
under consideration. 
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OFFICE OF THE SECRETARY 


The estimate submitted to the Congress requested $374,000 for the Office of 
the Secretary. House Appropriations Committee action reduced this to $200,000. 
Restoration of $174,000 is requested to permit the continuation of the essential 
services proposed in the estimate. 

The Department’s defense activities have occasioned increased responsibili- 
ties and workload in virtually every unit in the Office of the Secretary. Wherever 
possible such increases were absorbed by personnel paid from regular funds. 
There are some services, however, the cost of which cannot be absorbed by regular 
appropriations and which are of a type and character essential to the operation 
of the Nationa} Production Authority and the Department’s other defense ac- 
tivities. The distribution of National Production Authority issuances and related 
materials can be handled more efficiently and economically in the Office of the 
Secretary where mechanical and other facilities already exist than by the 
establishment of duplicate facilities in the National Production Authority. 
The same is true for the procurement and control of printing and duplicating. 
The additional workload imposed in these units by servicing the National 
Production Authority is far too great for the regular employees of the units 
involved to absorb more than a fraction thereof. This was recognized by 
the House Appropriations Committee in its approval of funds to provide for 
these services in 1953. 

The House committee specifically disapproved funds requested for other func- 
tions and services performed by the Office of the Secretary either directly for 
the National Production Authority or occasioned by the Department’s total 
defense program. The House committee stated that it believed adequate regular 
funds exist to provide the necessary administrative services for which this 
office is responsible. These services have been and will continue to be provided 
to the greatest possible degree from regularly appropriated funds. The work- 
load involved, however, is too great to be completely absorbed by regular per- 
sonnel. In those units where the workload is the greatest, the regular staff 
must be supplemented by personnel paid from defense funds. Specific examples 
are to be found in the Office of Security Control which is responsible for the 
establishment and maintenance of security precautions and for conducting 
loyalty investigations. The advent of the defense program has increased both 
the workload and the responsibilities of this Office. The Office of Budget and 
Management is charged with the responsibility of administering the Depart- 
ment’s defense appropriation and conducting a continuous review of the organi- 
zation and management of the Department’s defense activities. The Accounting 
Division must maintain additional general ledger and allotment accounts. The 
Office of Personnel Managements establishes policies and exercises review over 
the administration of personnel activities of the National Production Authority. 
Similar conditions are to be found in virtually every unit in the Office of the 
Secretary. 

Furthermore, the functions and services performed by the Office of the Sec- 
retary are such that personnel cannot be diverted from servicing old-line bu- 
reaus and offices and assigned to defense activities beyond the degree to which 
this has already been done. For example, security and loyalty investigations 
must be continued for old-line bureaus and in some instances must be strength- 
ened rather than reduced or eliminated. A minimum program of budget and 
management review must continue to be conducted for all bureaus in the De- 
partment to assure the best possible utilization of funds and the elimination of 
nonessential programs. The Government's defense program has caused an in- 
crease in personnel problems in old-line bureaus and thus decreased the degree 
to which regular personnel of the Office of Personnel Management can be 
utilized in connection with defense activities. 

Also included in the request are funds for two Office of Technical Services 
employees engaged in a program for voluntary protection of technical informa- 
tion whereby private citizens and organizations and public officials are ad- 
vised with respect to dissemination of specific unclassified technical data. 

Finally, the Office of the Secretary provides complete administrative services 
for certain other of the Department’s defense activities outside of the National 
Production Authority proper. To perform this work additional positions and 
funds must be provided. 

On the assumption that there will be some relaxation of pro@uction controls 
during 1953 with a resulting decrease in demand on the services of the Office 
of the Secretary, this estimate contemplates a decrease from 120 positions to 
82 positions during the fiscal year. 
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NATIONAL PropucTION AUTHORITY 


The appropriations request of $26,900,000 for the National Production Author- 
ity was based on the assumption that the supply situation with respect to steel 
and aluminum would continue to improve because of expansion of supply due 
to additional production facilities. Accordingly, the staffing proposed for fiscal 
year 1953 was reduced approximately 25 percent during the last half of the 
fiscal year anticipating that by that time these two metals could be substantially 
decontrolled and the controlled materials plan modified accordingly. These 
assumptions, as was pointed out to the House Appropriations Committee, were 
based upon the continuation of the present international situation and the 
assumption that there would be no prolonged major interruptions to production 
because of strikes. 

It is now apparent that the strike in the steel industry will require substantial 
modification in these plans. The steel strike which was called on June 2 and 
resulted in a shut-down of over seven-eighths of the steel production has con- 
tinued for 24 days. As a result, it is estimated that a total of over 7 million 
tons of steel production has been lost. It is apparent now that even if the 
steel strike is settled immediately, this loss of production will result in delays 
in the military program and will require the continuance of the controlled 
materials plan throughout the entire fiscal year 1953 in order to spread the 
impact of the losses of steel products over the civilian economy and avoid 
damage to defense production. This change in outlook on supply means that 
the estimate as submitted to the Congress will be inadequate to perform the 
tasks which the NPA will be faced with during the coming fiscal year, and a 
supplemental estimate will be necessary even if the full amount requested, 
$26,900,000, is appropriated. 

The reduction proposed by the House Appropriations Committee would provide 
only $19,500,000 for the operation of NPA. There are presently employed in 
the NPA 4,200 per annum personnel. The reduction recommended by the House 
Appropriations Committee will require that 25 percent of this staff be terminated 
immediately, another 25 percent be terminated before December 31, and the 
total staff be reduced by the end of the fiscal year to approximately 1,600. It 
will not be possible to reduce the staff by 62 percent and at the same time 
assure that the military program proceeds on schedule. 

The reduction recommended in the House will force this agency to take imme- 
diate steps to abandon the controlled materials plan. 


OFFICE OF Fretp SERVICE 


The restoration of $1,850,000 is requested for the Office of Field Service. A re- 
duction of $1,850,000 in the Field Service request of $7,150,000 will necessitate 
our closing 33 field offices in addition to the 30 already discontinued. This will 
eliminate all NPA field offices and we will have to attempt to carry on NPA ac- 
tivities through the 42 regular offices. However, in addition to closing the 
field facilities, 202 positions handling NPA activities will have to be eliminated 
from the regular Commerce offices. With such a reduction, there is no likelihood 
that anything near proper service can be given. Further, the compliance pro- 
gram will suffer to the extent that it will be practically ineffective. It should be 
kept in mind that the field service has already made severe staff decreases in line 
with workload; any further reduction below that which is programed in the 
budget estimate will very seriously affect the entire NPA field program. 


DEPARTMENT OF COMMERCE 


SALARIES AND EXPENSES, DEFENSE PRODUCTION ACTIVITIES, OFFICE OF THE 
SECRETARY OF COMMERCE 


(House bill, as reported, p. 40) 
(House hearing, p. 130.) 


Estimate... Ee ne eiccdticla ina MAE edisda aottaacigtannea $35, 000, 000 
SE ni: 4 CR IEF as sists <r n sh neces pe sia seine el ecueebelera hes _...... 41, 654, 960 
House allowance (a reduction of $10,000,000 in the estimate) 25, 000, 000 
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AMENDMENT REQUESTED 


The Department requests the following amendments: 
Page 40, line 11, strike out “$25,000,000” and insert “$35,000,000,” an increase 
of $10,000,000. 


MARITIME ADMINISTRATION, SHIP CONSTRUCTION 
(House bill, p. 15) 
(House hearings, p. 182) 
LANGUAGE AMENDMENT REQUESTED 


The Department requests the following amendment : 
Page 15, after line 16, insert: 


“SHIP CONSTRUCTION 


“Not to exceed $40,000 of the unobligated balance of the appropriation and 
contract authorization made available for the fiscal year 1951 under the head 
‘Ship construction,’ in the Second Supplemental Appropriation Act, 1951, and 
extended for the fiscal year 1952 by the Supplemental Appropriation Act, 1952, 
shall remain available during the fiscal year 1953, a decrease of $160,000 in the 
$200,000 requested of and denied in full by the House.” 


EXTRACT FROM HOUSE REPORT (P. 48) 


“Ship construction.—The committee has disallowed the request for authority to 
use $200,000 of unobligated funds for the purpose of preparing engineering plans 
for enlargement of the ways and other facilities at the Wilmington (N. C.) 
reserve shipyard and other similar yards. The purpose of the request is to 
have plans prepared and in stand-by condition in case of an all-out war. In 
eliminating the request for funds for this purpose the committee is of the opinion 
that this work should be performed by existing personnel of the Maritime Admin- 
istration or the Corps of Engineers and that the request for authority to employ 
additional personnel for the work is not justified.” 


JUSTIFICATION 


Justification of the language provision, as modified by reducing the amount 
from $200,000 to $40,000, is requested to provide for completion of plans for the 
modernization of the Wilmington (N. C.) reserve shipyard. Authorization for 
this project was contained in Public Law 911, Eiguty-tirst Congress, which 
authorized up to $15,000,000 for the construction, activation, acquisition, and 
expansion of plants or facilities on land whether owned by the Government or 
otherwise owned for the construction of ships. 

In the latter part of May 1952, $160,000 was transferred to the Army Corps of 
Engineers for performance of this work. The original estimated cost, $160, , 
was intended to provide for— 

1. A contract with a private architect-engineer firm which would cover the 
following: 


(a) Study and redesign of shipways; — 

(b) Study and redesign of outd.tiug piers ; 

(c) Study and redesign of the yard’s transportation system ; 

(d) Preparation of a layout for a model 6-way shipyard based on the studies 
conuucted at Wituoingtoh which would be agaptavle tor use in modify- 
ing other similar yards oy for the construction of new yards to permit 
building the larger type of merchant vessels planned for construction 
in the event of emergency mobilization. 


2. Direct engineering costs to be incurred by the Corps of Bngineers in super- 
vising the contract and in performing engineering reviews and checks of the design 
plans develop by the architect-engineer contract. 

At the time the original request for continuing these funds available for obliga- 
tion in fiscal year 1953, the Corps of Engineers did not believe the funds trans- 
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ferred could be used prior to fiscal year 1953. Since that time they have advised 
that a contract in the amount of $158,500 has been negotiated with an architect- 
engineering firm which provides for the following : 


(a) Study and redesign of shipways; 

(b) Study and redesign of outfitting piers ; 

(c) Study and redesign of that portion of the transportation system in the 
immediate vicinity of the shipways and outfitting piers. 


The balance of the funds transferred has been used to cover the cost of nego- 
tiating the contract. 

By continuing the $40,000 available in fiscal year 1953, an additional transfer 
of funds can be made to the Corps of Engineers to cover (1) revision of the 
contract at an estimated cost of $25,000 to restore all the features in the original 
plan and (2) estimated cost, $15,000, of supervising the contract and in performing 
engineering reviews and checks of the design plans. 

The work being done under this project is of the architect-civil engineering 
types and the Maritime Administration does not have personnel with the required 
qualifications in sufficient number to perform this special work and at the same 
time carry on the normal routine activities of the agency. From the Maritime 
Administration’s standpoint it is immaterial whether the Corps of Engineers does 
the work by contract or by using their own personnel as under either system the 
cost of the project would have to be covered by a transfer of funds in accordance 
with existing Government practice as the funds and authorization for performing 
the work were contained in Maritime Administration appropriation acts. 


LANGUAGE AMENDMENT ON SHIP CONSTRUCTION 


Mr. Cawtry. We have Admiral Cochrane, who has a small item in 
this bill which is not a part of the Defense Production funds, and he 
would like to speak to that first, if he may. 

Senator McCarran. All right, we will proceed. 

Admiral Cocnrane. We are asking for a language amendntent, to 


insert in the bill on page 15 the following language: 


On ship construction, not to exceed $40,000 of the unobligated balance of the 
appropriation and contract authorization made available for the fiscal year 1951, 
under the heading of “Ship construction,” and the Second Supplemental Act of 
1951, and extended for the fiscal year 1952 by the Supplemental Act of 1952, 
shall remain available during the fiscal year 1953. 

This is changed from the wording that was submitted to the House, 
and disallowed by the House. At that time we asked for $200,000, and 
this is a request only for $40,000, the reason for the difference being 
that between the time that the submittal was prepared for the House, 
a contract for $160,000 was placed through the engineers to do some 
work on the Wilmington Reserve Shipyard. We have, under Mari- 
time, four reserve shipyards of those built during World War II 
which are now held in status quo against possible future need. Those 
yards are each of them built around the ships that were needed and 
were built during World War IT. The ships that are designed today 
are — broader beam, so that we have to redesign some of these 
yards, 


WILMINGTON SHIPYARD 


The Wilmington Yard, which is the guinea pig, so to speak, was 
designed with nine. ways to handle Victory ships, and it has dete- 
riorated very seriously. It was built of untreated timber piling and 
decking, so that it has to be rebuilt to be of service, and we want to 
get a design for that reconstruction for 6 ways, which will handle the 
ships that are designed as of today. 
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Senator Corpon. Are those ways owned by the Government? 

Admiral Cochrane. Yes, sir. 

Senator Corpvon. Where are they located ? 

Admiral Cocurane. Wilmington, N. C. And the desire is to have 
the development work in this planning such as could become a type 

yard for any other that might be built should mobilization be required. 

Senator Corpon. There is no item in the bill such as you have men- 
tioned ? 

Admiral Cocurane. There is one item in the bill for us, on page 15. 

The Crrrx. It is on page 16 of the bill, Senator. 

Admiral Cocurane. This is to insert, after the one that is here, this 
item. 

Senator ELLenper. It is on page 27 of the House report. 

Admiral Cocnranr. Mr. Chairman, we want to insert the language 
which will carry over during fiscal year 1953, $40,000 left of an author- 
ization and appropr iation made in 1951. 

Senator Corpon. What have you got to say about what the House 
said? They said that that work ought to be done by your regular 
personnel or the Corps of Engineers. 

Admiral Cocuranr. That is correct, Senator, and, of course, we 
have only very limited numbers, about a half a dozen, civil engineers, 
and this is a civil-engineering job, and the arrangement was made - 
have it done by the Army Corps of Engineers and the allotment wa 
made to them to cover that, which they have placed under Sclekoiake 
and we need some money to cover their supervision of the job yet to be 
done, and it will be done by the engineers under their supervision, 
and wehope under a contract. This is only for funds to cover a slight 
balance of the work to be done, and to cover the engineers’ supervision 
of the job itself. 

Senator Corvon. And you want $50,000? 

Admiral Cocurane. No, sir; we want $40,000, sir. 


UNOBLIGATED FUNDS 


Chairman McKetxiar. You have -here an unobligated amount of 
$200,000. 

Admiral Cocurane. Senator, we do not need that now, because a 
contract was placed out of funds available in fiscal 1952 to cover the 
$160,000, and this i is only enough to cover the balance of the w ork, and 
to cover supervision by the Army engineers of the contract now placed. 

Chairman McKetxiar. What was the $160,00 obligated for? 

Admiral Cocurane. It is a contract to develop designs for the 
rebuilding of the Wilmington, N. C., reserve shipyard, so as to fit it for 
the construction of the types of ships that we should need should we 
have mobilization. 

Senator Corvon. What will happen to tbe unobligated funds which 
are referred to if there be no language added to the bill? Do they then 
revert to the Treasury, or do they remain subject to some other 
utilization ? 

Admiral Cocurane. They revert, Senator. 

Chairman McKeriar. Can you transfer funds from the purpose 
that Congress designated, to some other purpose ? 

Admiral Cocurane. Some have been, but I think Mr. Cawley can 
handle that better, because it is in his department. 
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Mr. Cawtry. Mr. Chairman, we are not at the moment speaking 
of the defense production funds in the Department. When we get 
to NPA, I have a complete schedule which will set that forth, includ- 
ing the transfer, Senator, from the Maritime Administration to the 
defense production activities in the Department of Commerce. If 
it is agreeable with the chairman, I will provide that. 

Senator E.itenper. This transfer is in the Department itself; is 
it not? 

Mr. Cawtey. That is correct, from maritime to the defense pro- 
duction activities. 

Senator Ex.enper. It is not from one department to another. It 
is just to pay for work that you do because of this defense effort ? 

Mr. C.wiry. That is correct, but it is from one appropriation to 
another, within’ the Department. 

Senator Eitenper. I understand. Yes, that is right. 

Chairman McKetuar. I think when we appropriate money, I would 
like to call to your attention that the Department has no right what- 
ever, morally or any other right, to direct money to another purpose. 
Certainly it is immoral to turn money over to a department and just 
let them transfer as they see fit. We would be turning over our duties 
to other individuals or departments. 

Senator Corvon. Could I ask a question about this particular matter, 
Mr. Chairman? 

REDESIGN OF SHIPYARDS 


Am I to understand, Admiral, that the ways at Wilmington and 
other ways in other yards owned by the Government, and heretofore 
in operation during World War IT, now in stand-by condition, were 
constructed for the building of ships of a maximum length and beam ? 
Is that correct ? 

Admiral Cocurane. That is correct, sir. 

Senator Cornon. And now do you say to us that, should we run 
into another emergency tomorrow, or whenever it might be, that we 
would not build that small a ship? That we would need ways de- 
signed and constructed to take care of ships of a greater length or 
beam ? 

Admiral Cocnrane. Greater length and beam both, Senator. That 
is the trend of naval architecture, toward faster and more able ships. 

Senator Corpon. Do you have the plans for the newer types of ships 
for which the new ways would have to be remodeled for accommo- 
dation and construction ? 

Admiral Cocuranr. We do, Senator. Actually, the mariner class 
is already under construction, 35 of those are under contract, 6 are 
already launched, and those ships will fit that. 

Senator Corvon. Where were they constructed ? 

Admiral Cocnrane. They are being built in the existing yards that 
were in private hands. 

Senator Cornon. No Federal yards? 

Admiral Cocurane. No Federal yards, no, sir; all private yards. 

Senator Corpon. Would it be possible to utilize the construction 
blueprints of those private yards for use in remodeling existing 
Federal yards? 
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Admiral Cocurane. Well, the information that is derived from 
them will be used in this, but, of course, each one of these shipyards 
is a‘somewhat special problem. 

Senator Corpon. In that event, the information or the blueprints 
or the designs made for Wilmington could not be used, let us say, 
> New Orleans, or San Francisco Bay, or the Sound, or Portland, 

reg. 

Admiral Cocurane. Yes; they become type plans, and they will 
not be used exactly as they are developed, the design of the crane 
runways, and the design for the yards themselves, basically, will be 
suitable if an emergency yard is built. 

Senator Corpon. What about the suitability of the designs for the 
modification of existing yards? 

Admiral Cocnrane. Of course, the yards now in private hands, 
sage are all designed with wider flexibility to build ships for the 

avy. 

Senator Corpon. I am talking of your yards in Wilmington, around 
Richmond, Calif., and you have some at Portland, Oreg., and some 
up in the Sound. 


SHIPYARDS UNDER GOVERNMENT JURISDICTION 


Admiral Cocurane. Well, the four yards that we now have under 
our own custody are at Wilmington, N. C.; Alameda, Calif.; yard 
No. 3, Richmond, Calif.; and Vancouver, Wash. The Alameda yard 
has good concrete ways, and it is adequate, and you do not have to do 
much to it except to put in some additional shops; Richmond No. 3, 
has basins which cannot be modified except at considerable expense. 
The yard up at Vancouver, Wash., has ways that are adequate for 
some of the types we need to use, and we propose to rebuild and not 
rearrange that yard. But there are a number of other yards which 
were turned back and are now in the hands of the General Services 
Agency, which would have to be rebuilt if we got back into full 
emergency. 

Senator Corpon. If those are in the hands of General Services, they 
are for sale; are they not? 

Admiral Cocurane. They all have, if any of them are sold, this 
national defense provision in them so that we could recover them. 

Senator Corvon. You could recover them while they were still usable 
as shipyards? 

Admiral Cocurane. No, sir; most of them, practically all of them, 
have been stripped, and in most cases the timber structure, the ways 
and the wharves, and so on, are in the same shape as they are at 
Wilmington, pretty badly deteriorated. 

Senator Corpvon. You do not intend, with this money, to do any 
construction, but only to prepare designs to have on hand so that 
you could commence construction within a day ? 

Admiral Cocurane. That is correct, sir. 

Senator Corpon. Is that right ? 

Admiral Cocnrane. That is right. 

Chairman McKetxar. Any further questions? If not, we are very 
much obliged to you. - 
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DeErensE Propucrion ACTIVITIES 
SALARIES AND EXPENSES 


STATEMENTS OF HENRY H. FOWLER, ADMINISTRATOR, NPA; 
FRANZ STONE, DEPUTY ADMINISTRATOR, NPA; WILLIAM A. 
MURPHY, ASSISTANT ADMINISTRATOR FOR ADMINISTRATION, 
NPA; PHILIP G. ASHER, DIRECTOR, BUDGET AND MANAGEMENT 
DIVISION, NPA; FRANK CAWLEY, BUDGET OFFICER OF THE 
DEPARTMENT OF COMMERCE; AND KARL L. ANDERSON, DEPUTY 
DIRECTOR, OFFICE OF INTERNATIONAL TRADE 


1953 BUDGET ESTIMATE 


Mr. Cawtry. We would like now to take up the appropriation that 
deals with defense production in the Department of Commerce, That 
is set forth on page 40. 

Chairman McKetxar. All right. This is an item having to do 
with various items and having to do with the reimbursement of Gen- 
eral Services Administration, amounting to $15 million. 

Mr. Caw tey. First of all, I would like to indicate that the Presi- 
dent transmitted to the House of Representatives a total of $35 mil- 
lion. The bill before this committee represents a $10 million cut. 

Chairman McKetxiar. Was that done by the House committee and 
the House, or just by the House? 


REDUCTION FROM 1952 APPROPRIATION 


Mr. Cawtey. It was done by the House committee, and approved 
by the House. 

Now, Senator, I would also like to state that in relation to the 
$35 million which we requested, our current year’s budget was appro- 
priated in the amount of approximately $42 million. Our obligations, 
after adjustments for the current year, will approximate $40 million. 
So that this total request before this committee is $5 million less than 
the amount utilized in current fiscal year 1952. 

I would like also to state, Senator, that the Secretary has reviewed 
the budgetary request for defense production activities in the Depart- 
ment of Commerce very critically, and upon the action of the House 
again reviewed them, and feels it will not be possible for the Depart- 
ment of Commerce to transfer money from its existing appropriations 
in 1953 to supplement or assist the defense production activities in 
the Department. 

Chairman McKetxar. Just what do you do on that? 


SALARIES AND EXPENSES 


_ Mr. Cawtey. Mr. Chairman, I have here a schedule for the record, 
listing the seven offices which provide the various services under this 
appropriation. 

Chairman McKetiar. That may be inserted in the record at this 
point. 
(The tabulation referred to follows :) 
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Salaries and expenses, defense production activities fiscal year 1953 




















Estimated | | eet 
Employ- employ- | Se; | 
; ment, Amount ment, House ment, | Amount of 
Organization unit June 30, | requested | June 30, | allowance — oe 
1952 1953 deme tt 2 
(request) allowance) 
Office of Internationa! Trade_ 41 $185, 000 25 0 0! $185, 000 
Industry Evaluation Board. 25 | 231, 000 | 27 0 0 231, 000 
Office of Transportation hin 14 100, 000 | 10 0 0) 100, 000 
Office of Industry and Com- | 
PAGCOR So 5 Rede aetna ns 7 60, 000 6 0 0 60, 000 
Office of the Secretary - __-...- 115 374, 000 82 $200, 000 46 174, 000 
National Production Author- 
El 4,197 | 26, 900, 000 3,190 | 19, 500, 000 1, 600 7, 400, 000 
Office of Field Service __...... 1,318 | 7, 150, 000 | 910 5, 300, 000 530 1, 850, 000 
Total 5,717 | 35, 000, 000 | 4,250 | 25, 000, 000 2,176 | 10,000, 000 


Mr. Cawtry. Mr. Chairman, I would like to speak briefly to the first 
five items, and then have Mr. Fowler here, the Administrator of the 
National Production Authority, who will speak on the NPA, and we 
have witnesses here from the field service. 

Chairman McKeruar. He has already testified. 

Mr. Fowter. I testified on the DPA, Mr. Chairman. 

Mr. Cawtey. I would like to speak briefly to those first several items 
there, Mr. Chairman. 

Chairman McKetuar. All right, sir. 

Mr. Cawniey. And if the committee wishes an expansion or enlarge- 
ment of these items, they may be explained by witnesses we have here. 


OFFICE OF INTERNATIONAL TRADE 


The first item involved here is the “Office of International Trade.” 
There is a reduction of $185,000 which has been effected by the House. 
This will abolish the Department’s machinery for the presentation of 
foreign requirements for critical materials and equipment before the 
Defense Production Administration and the National Production 
Authority. Therefore, we have requested that it be reinstated. 

Chairman McKe tax. Is that a new set-up there in the Department, 
the Office of International Trade? Do we not have a similar organiza- 
tion doing that work now? A 

Mr. Cawtry. We have, and it has existed in the Bureau of Foreign 
and Domestic Commerce for a number of years. > 

Chairman McKetuar. I know we appropriate money for it. . 

Mr. Cawtry. You do. However, these funds are required for the 
additional burdens placed on this operation as a result of the Defense 
Production activities undertaken by the Department. 

Chairman McKetxar. I know, but why not put that money or let 
that work be done by the Bureau of Foreign and Domestic Commerce ! 

Mr. Cawxey. Well, our normal activity is the promotion of foreign 
and domestic commerce. That is in the nature of a peacetime 
operation. 

Chairman McKeuiar. Well, international trade is foreign and 
domestic commerce, and they are identical in meaning» What is the 
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difference between “foreign and domestic commerce” and “interna- 
tional trade” ? 

Mr. Caw ey. It is the same thing, Mr. Chairman. 

Chairman McKeruar. It is identically the same thing, and here 
you are setting up a new division. What are its purposes? 

Mr. Cawtey. This is a part of the existing office, not a duplication 
of offices, but an additional or expansion to handle this added activity. 
I have Mr. Anderson here, the Deputy Director of that group, who 
will enlarge upon that if you care to have it done. 

Chairman McKetiar. What could he do that the Bureau of Foreign 
and Domestic Commerce could not do now ? 

Mr. Kari L. Anperson (Deputy Director, Office of International 
Trade. We are a part of the Bureau of Foreign and Domestic Com- 
merce, and we are not something different. The activities that are 
called for here are activities which we felt, from the outset, should 
be dealt with by people who normally deal with those things. 


DEFENSE ACTIVITIES 


Chairman McKettar. I notice that there are four different items 
here: The Office of International Trade, that is identically the same 
as the Office of Foreign and Domestic Commerce, and we have already 
appropriated for that. 

Then we have the Industry Evaluation Board. We have a board 
in the Department of Commerce that does that already. Industry is 
evaluated. And why do you want to set up another board there ? 

Let us take the Office of Transportation. Well, we have a bureau 
in the Department of Commerce that does a lot of work on that, inter- 
state transportation. 

Then you have here another one, Office of Industry and Commerce. 
Now, by heavens, how many offices do you have? You have to have 
somebody to count the offices that you have set up. You will have a 
very difficult time trying to find your way around the Department 
down there, with a lot of people doing exactly the same thing. 

Mr. Cawtry. Mr. Chairman, several of these offices have existed for 
some time. We are requesting additional money for these offices for 
the expanded work. 

Chairman McKertiar. Why did you not request it when the De- 
partment of Commerce was up here. 

Mr. Cawrry. Because, Mr. Chairman, we had no authority. The 
controls bill had not been passed at thet time. 

Chairman McKetiar. Here again there is evidence that looks bad 
on the face of it. 

Senator Corpon. You were heard before the House before the con- 
trols bill was passed. 

Mr. Cawtry. I believe it had passed one House. 

Chairman McKetrar. Here are items brought in here 5 days be- 
fore the Congress adjourns—5 days before the C longress adjourns— 
and it has never been before the Senate before, and all of them are 
duplications, all four of these items are duplications. You will have 
to admit that. There could not be anything else. You are just set- 
ting up additional boards in the Department of Commerce here. 

Mr. Anprerson. If I could help you on that—— 
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Chairman McKetxar. I would like to be helped, because it looks 
bad on the face of it, I will tell you that. 

Mr. Anperson. The Office of International Trade is not a new 
office. It is simply one of the component units of the Bureau of 
Foreign and Domestic Commerce. 

Senator Corpon. What is there that you need to do now that you 
did not need to do before Korea? 

Mr. Anperson. Before Korea, there was not a Defense Produc- 
tion Act. 

Senator Corvon. I understand. All right. Now, if your only ex- 
cuse is the act, you have no excuse, because the act was intended only 
to implement necessities, and if the necessity does not exist, then there 
is no need of our fooling around with making appropriations under 
the act. You have got to rest this upon the need to do something, and 
what is it? 

ALLOCATIONS OF MATERIALS 

Mr. Anperson. I would be glad to do that, Senator. 

The problem in the case of my office, the Office of International 
Trade, is to provide for the making of allocations of controlled mate- 
rials to meet the requirements of foreign countries in which the United 
States has an interest. 

Chairman McKetxar. Do you not do that now? 

Mr. Anperson. We do it. 

Chairman McKetiar. I know you do it, because we have been ap- 
propriating money for it for a long time. 

Mr. Anperson. We have been doing it for 3 years, and we figure 
we will have to be doing it for another year. 

Chairman McKeiiar. Why did you not come before the com- 
mittee and the Congress when the Department bill was up, and get 
the appropriation in the ordinary way? Why set up these four here 
in a bill that you bring in 5 days before the Congress adjourns? Let 
us go to the Office of the Secretary. 

ow, why does the Secretary need $374,000? 


OFFICE OF THE SECRETARY 


Mr. Cawtey. The Office of the Secretary, for which a restoration 
of $174,000 is requested, provides, among other things, duplicating 
and printing and the distribution of printing, and certain essential 
administrative accounting, personnel and balesary services; and it 
also provides security and loyalty clearances. 

Chairman McKetxiar. How much did he have last year? 

Mr. Cawtey. In the Office of the Secretary, we had 115 employees. 

Chairman McKexiar. I know, but how much money did you have 
last year? This cannot be a deficiency item. 

Mr. Caw ey. No, sir; it is an aditional amount required in connec- 
tion with the Defense Production activities. The Office of the Sec- 
retary in the fiscal year 1952 had a total of $478,000, so that our request 
is, for 1953, a reduction to $374,000, or a little better than $100,000 
reduction, which relates to the over-all reduction from $40 million to 
$35 million requested. 

Chairman McKetuar. Now. we did not have enough commissions, 
is that right? We have had a chanve from commissions to authorities. 
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and then the authorities did the same thing as the commisions did. I 
have been here a long time, and I know how these things are worked. 
In Mr. Roosevelt’s administration he changed the name of the com- 
missions to authorities, like he did the Tennessee Valley Authority, 
and the Columbia River Authority, and the various other authorities 
in the country. It does not look well on its face. 


HOUSE REDUCTIONS 


Mr. Cawtey. Before we come to the National Production Author- 
ity, may I include in the record a brief explanation of these various 
os so that the committee will have the information relating to 
them 

Chairman McKetxiar. We would like to have it so that we will have 
it before us. 

(The documents referred to follow :) 


Errect OF HOUSE ACTION ON DEPARTMENT’S REQUEST FOR DEFENSE 
PRODUCTION ACTIVITIES 


1. Office of International Trade.—This reduction of $185,000 would abolish the 
Department’s machinery for the presentation of foreign requirements for critical 
materials and equipment before the Defense Production Administration and the 
National Production Authority. 

2. Industry Evaluation Board.—tThe reduction of $231,000 would eliminate the 
one source in Government responsible for identifying critical facilities which may 
represent the limiting factor in effective defense mobilization or war production. 
Its need is essential as long as threats to the security of the United States require 
plans and actions to strengthen the security of our production. 

3. Office of Transportation.—The denial of funds requested for the Office of 
Transportation would eliminate the Defense Air Transportation Administration 
in its entirety and its functions, which include the allocation of planes from eivil 
to military use, establishment of an air priority system, emergency manpower 
requirements, establishment of war risk insurance and review of applications 
for accelerated amortization of defense facilities. It would also preclude per- 
formance of its defense claimant functions for transportation and the analysis 
of material requirements and allocations. 

4, Office of Industry and Commerce.—The reduction of $60,000 would require 
the elimination of the Department’s industrial dispersion activity conducted 
by this office. The objective of this program is to locate new military or defense 
supporting plants at least 10 miles from existing industrial and population 
concentrations so that present potential atom bomb targets are not made more 
attractive. 

5. Office of the Secretary—The reduction of $174,000 would cripple fhe 
Department’s efforts for coordinating and servicing the various activities 
representing the Secretary’s responsibilities for defense production. 

6. National Production Authority —The reduction of $7,400,000 means a 62 
percent cut in present personnel from 4,200 to 1,600 by the end of the fiscal year. 
Such a reduction would make impossible an effective control operation in support 
of the military procurement program since it would necessitate the abandonment 
of controls on many critical materials which are essential to the national defense. 

7. Office of Field Service—A reduction of $1,850,000 will necessitate closing 
33 field offices in addition to the 30 already discontinued. This will virtually 
strip the National Production Authority of an effective field program of service 
to the business community throughout the country. 


BUREAU OF FOREIGN AND DOMESTIC COMMERCE 


Mr. Cawtey. Now, I would like to have Mr. Fowler discuss his 
request. 
Senator Corpon. Just one moment, please. 
For my information, on item No. 1, OIT, that is a part and parcel 
of the Division of Foreign and Domestic Commerce? 
21643—52——19 
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Mr, Caw ey. It is an addition to, because of the Defense Produc- 
tion Act. 

Senator Corpon. Here is what I want to know: What was the 
amount of the appropriation for the Division of Foreign and Do- 
mestic Commerce in 1950; do you know? 
ane” Caw.ey. Are you speaking of the regular bill or the defense 

Senatro Corpon. I mean the regular bill. 

Mr. Cawtey. I will get that for you. 

Senator Corpon. I want to see the extent to which there has been 
any reduction or increase in the regular appropriations for Foreign 
and Domestic Commerce. 

Mr. Cawrey. Well, Senator, I would like to speak to that over-all. 

we Corvon. Just give me my figures, and do not let us speak 
to that. . 

Mr. Anverson. The OIT employment has dropped down steadily 
since 1947. 

Senator Corvon. The Bureau of Foreign and Domestic Commerce 
was $5,150,000, and that was in 1951. Did that include the OIT? 

Mr. Cawtey. The regular activities, but not Defense. 

Senator Corpon. In 1952, it was $3 million, and did that include 
Defense ? 

Mr. Cawtey. No, sir; that is the regular appropriation. 

Senator Corpon. In 1951, the $5,150,000, that appropriation was 
made in the year 1950. 

Mr. Cawtey. Yes, sir. 

Senator Corpon. For the fiscal year beginning the 1st of July of 
1950, and the appropriation was coincidental with the beginning of 
the Korean Mebane. 

Mr. Cawtey. That is correct. 

Senator Cornon. And at that time, the regular appropriation was 
$5,150,000? 

Mr. Cawtey. Yes, sir. 

Senator Corvon. It was evidently made without reference to Korea, 
so that it was intended to be a straight domestic civil appropriation. 

Mr. Cawtery. That is correct, Senator. And now, may I tell you 
what we did in that at the outbreak of hostilities?’ We took all of the 
commodity divisions of the Bureau of Foreign and Domestic Com- 
merce a transferred them to the NPA, and impounded the money 
of the regular appropriation, something in excess of $1 million, and 
made it available for return to the Treasury of the United States. 

Senator Corpon. Then in 1952, you cut Foreign and Domestic 
Commerce from $5,150,000 to $3,000,000 ? , 

Mr. Cawtry. That is correct. 

Senator Corpon. At the same time, you set up the Office of Inter- 
national Trade? 

Mr. Cawtey. No. That was included in the Bureau of Foreign 
and Domestic Commerce at that time, Senator. These offices are 
specifically: The Office of Industry and Commerce, the Office of 
International Trade, and the Office of Business Economics. 

Senator Corpon. Last year you appeared before this committee for 
a defense appropriation in the closing days of the session. 
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Mr, Cawteyr. That is correet, but we have still appeared before the 
regular committee and obtained funds for the peacetime activities of 
the same offices that comprise this appropriation. 

Senator Corvon. You are trying to say what I am trying to say. 

Mr. Cawtey. That is right. 

Senator Corpon. And I guess we are both failing, because neither 
understands the other. The $3,000,000 which was appropriated in 
the regular Department of Commerce appropriation bill for the fiscal 
year 1952 was an appropriation for the Baresi of Foreign and Domes- 
tic Commerce in its ordinary civilian activities, was it not? 

Mr. Cawtey. That is correct, Senator. 

Senator Corpon. In addition to that, you appeared before this com- 
mittee on behalf of the Office of International Trade, which is a divi- 
sion of the Bureau of Foreign and Domestic Commerce, so far as your 
organizational set-up is concerned, for additional funds to operate 
that division of that agency for the fiscal year 1952, is that correct? 

Mr. Cawtry. That is correct, Senator. 

Senator Corpon. And this year you have $2,790,000 in your 1953 
Commerce bill, and you appear again for the additional amount for 
the OIT Division. 

Mr. Cawtey. That is correct, Senator. 

Mr. Anperson. That amount is for the Defense Production Act ac- 
tivities only; and the other activities of the Office of International 
Trade are financed out of the regular budget. 

Senator Corpon. I think now I understand it. That gets rid of 
No. 1, as far as I am concerned. 

Chairman McKetiar. What is the next one? 

Senator Corpon. I am just going through to clear my mind on that 
Office of International Trade, and I thought I remembered something 
about it last year, and I was trying to check it. 


INDUSTRY EVALUATION BOARD 


Mr. Cawtey. On the second item, the Industry Evaluation Board, 
no provision has been made for that in the regular funds of any ap- 
propriation. That was new with the establishment of the defense 
production activities in the Department of Commerce. 

Senator Mayspanxk. What defense production activities created that ? 

Mr. Cawtey. The responsibility of the Department for identifying 
critical facilities which may represent the limiting factor in effective 
defense mobilization or war production. Its need is essential as long 
as threats to the security of the United States require plans and actions 
to strengthen the security of our production. 


FIELD SERVICE OFFICE 


Chairman McKetxar. In the regular bill, the appropriation for the 
Department of Commerce, there is an appropriation for Field Service 
Office, expenses necessary to operate and maintain regional, district, 
and cooperative branch offices in the collection and dissemination of 
information useful in the development and improvement of commerce 
throughout the United States and its possessions—$1,906,000. 
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Mr. Cawtey. Those are for our field offices engaged in peacetime 
activities. 

Chairman McKeiuar. Why could they not do exactly what you are 
asking money for to set up these additional units? 

Mr. Caw.ey. Mr. Chairman, we have expanded our existing field 
offices from 42 to 75. 

Chairman McKetxar. I think that you should read the Constitution 
and see if that is provided for in the Constitution. 

Mr. Caw ey. I did it on the authority of Congress, who set up the 
money in the last fiscal year. 

Senator Maypanx. The best thing the Commerce Department has 
got is the Feld Service. 

Chairman McKetuar. That is right, but do not set up another 
organization to do the same work. 

e will have to ask you to come back tomorrow morning, gentlemen. 

On Thursday, June 19, we had before the committee Senator Hoey 
and Senator Smith of North Carolina and Senators Clements and 
Underwood of Kentucky along with a fine group of gentlemen who 
are interested in the tobacco situation in the United States. We will 
make that hearing a part of this record. . 

(The hearing referred to follows :) 

Mr. Hicks, you may proceed with your statement. 


MUTUAL SECURITY PROGRAM 


Commopitry Exports 


STATEMENT OF CARL T. HICKS, PRESIDENT OF THE FLUE-CURED 
TOBACCO COOPERATIVE STABILIZATION CORP. 


EQUAL TREATMENT OF TOBACCO EXPORTS 


Mr. Hicks. My name is Car] T. Hicks, a tobacco grower from North 
Carolina and president of the Flue-Cured Tobacco Cooperative Stabi- 
lization Corp. a cooperative representing 438,000 flue-cured tobacco 
growers in the 5 flue-cured producing States. 

We are here in the interests of the exportation of tobacco and we 
are very much disturbed because tobacco was not included in the sched- 
ules of requests made by the MSA for funds to provide for the pur- 
chase of American goods for export. We are requesting that tobacco 
be given the same consideration as other farm commodities in the MSA 

rogram. 
: Chairman McKetxar. Very well, thank you, sir. 

We will hear from the next witness. 


STATEMENT OF THOMAS N. AUSTIN, GREENVILLE, TENN., PRESI- 
DENT OF THE BURLEY LEAF TOBACCO DEALERS ASSOCIATION 


Mr. Austin. Iam Tom N. Austin, from Greenville, Tenn., president 
of the Burley Leaf Tobacco Dealers Association. I want to state that 
we are in thorough accord with the ideas expressed by Mr. Hicks. I 
represent an organization of tobacco dealers who are“in the business 
of exporting American leaf tobacco to the MSA countries as well as 
others. We want for tobacco only that it not be specifically discrim- 
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inated against inthe MSA Act. We want it on an equal footing with 
other products covered by the MSA Act. We maintain that tobacco 
is an essential product in that it has been used as incentive goods suc- 
cessfully in many countries. It also contributes very heavily to the 
internal revenue of all of the countries that it is manufactured in. We 
will appreciate anything you gentlemen can do toward preventing it 
being discriminated against. 

Senator Smirn. In other words, the fact that these other countries 
realize revenue from their own manufacture of tobacco does, to some 
extent what it does in America, it is a revenue-producing business? 

Mr. Austin. That is right. I believe it is correct to say that in 
Germany the expenditures for the European army are counted by 
about one-third —— 

Mr. J. C. Frrvx (assistant to the president, Tobacco Association, 
Washington, D. C.). The amount of revenue raised from tobacco is 
equivalent to one-fourth of the total defense budget of Western Ger- 
many. 

Mr. Austin. And for Great Britain it is 40 percent. 

Senator Smirn. That means we are helping those nations to help 
themselves by their rehabilitation process. 

Mr. Austin, That is right, you are helping their internal finances. 

Senator Smiru. That is a factor that it seems to me is important. 

Chairman McKe.rar. Yes, sir, but there are Americans who believe 
that we ought to build up American institutions while we are building 
up the rest of the world. 

Senator Smiru. I quite agree with that. 

Senator CLements. Under this program you can do something for 
both. , 

Senator Smrru. Mr, Chairman, Mr. Lanier has been very close to 
this, and he would like to say a few words. 

Chairman McKetxar. Give your name and address and your con- 
nection, please. 





STATEMENT OF J. C. LANIER, PITT COUNTY, N. C., GENERAL 
COUNSEL FOR THE LEAF TOBACCO EXPORTERS ASSOCIATION 


Mr. Lanter. My name is J. C. Lanier, and I am a tobacco grower also 
from Pitt County in North Carolina, and I am also general counsel 
for the Leaf Tobacco Exporters Association which handles all types 
of American tobacco. We are engaged in the business of exporting 
United States leaf tobacco to every country in the world. Tobacco has 
been an exportable commodity since colonial days, Senator. It occu- 

ies a very important segment of our well-being and a lot of territory. 
itis are probably 2,000,000 farmers engaged in the growing of 
tobacco. 

This export market is most important in our economy. That goes for 
North Carolina, Tennessee, Kentucky, Georgia, Florida, Virginia, and 
South Carolina. It has been the second largest world export com- 
modity of America for many, many years. Cotton is first and tobacco 
has been second. 

We are running into a lot of competition, especially now from 
tobacco from the sterling areas, and we are having to fight harder 
and harder to keep these European markets, these world markets, 
open for our tobacco. 
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The point that I see in this present situation is this, Senator Mc- 
Kellar: That by leaving out tobacco, and with the statement that 
was eas ate made on the floor of the House by Representative 
Richards, from South Carolina, these European people who are trying 
to divert their purchase to the sterling areas, Greece, Turkey, or the 
Orient, they would take it as an indication that even our own Con- 
gress does not think we ought to export tobacco. 

With that in mind,.it makes the fight twice as hard for us to go 
into these world markets and sell American tobacco. 

We have been able to first open Germany for our tobacco. The 
people want our tobacco. We are developing a situation over there 
where burley and dark fire-cured and flue-cured and cigar tobacco 
has gained a large part of the German market. But if they get the 
impression that the American Congress does not look with favor on 
the exportation of American tobacco to those countries, then, that is 
all they need. It is a red flag, and they will go to buying oriental 
tobacco, and we will be shut out of those markets. 

So I think it is of prime importance that this committee report, 
the Appropriations Committee report, Senator McKellar and gentle- 
men, shall contain a statement of the legislative background and 
that at least no discrimination was intended against tobacco, and 
that in the expenditure of these funds by MSA, tobacco should share 
along proportionately with other farm commodities. I think that 
at the present state of the situation that is about all that can be done, 
since it has gone through the enabling bill, and the Appropriations 
Committee of the House has put it in, and we think that if Senator 
McKellar’s committee will put that justification language in the 
report, then that provides the legislative background by which tobacco 
will not be excluded from those countries who are going to share in 
this money. 

We hope very much that you will do that. 

Senator Smirn. May I ask you a question? Would this not be 
dangerous for the future? And this is not just a temporary matter, 
but, for instance, if the Germans get in the habit of using tobacco 
from other parts of the world, that might seriously affect the tobacco 
economy in this Nation for years to come; is that not right? 

Mr. Lanter. It certainly will, Senator. If they go back to oriental 
tobaccos and get set on that type cigarette, then that is it and we are 
out. 

Senator Crements. There is historical evidence that that has hap- 
pened before. 

Mr. Lanier. There is sir. The people want the kind of tobacco 
they get accustomed to. Right now they are accustomed to United 
States tobacco. Tobacco is a very important segment in our financial 
set-up in this country. To the Federal Government this year it will 
pay over a billion and a half in taxes. And we tobacco growers feel 
that with that take on our product, at least a part of this money ought 
to be made available for the purchase of some of our tobacco. 

Thank you very much. 

Senator Crements. I would like to ask Mr. Berry to say something. 
He is the vice president of the Burley Association and the attorney for 
the Burley Association. I would like to ask if he concurs in Mr. 
Lanier’s remarks. 
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STATEMENT OF JOHN M. BERRY, VICE PRESIDENT AND GENERAL 
COUNSEL, BURLEY TOBACCO GROWERS COOPERATIVE ASSOCIA- 
TION, LEXINGTON, KY. 


Mr. Berry. Senator McKellar and gentleman, I represent the 
Burley Tobacco Growers Cooperative Association of Kentucky which 
operates in the States of Kentucky, West Virginia, Ohio, Indiana, and 
aaa. We heartily concur in the statement just made by Mr. 
Lanier. This is of interest and concern to us, because we want to pre- 
serve and protect the trade pattern that has been established and 
followed through the years. 

Chairman McKeuxiar. Thank you very much. 

Senator Smirn. Mr. Austin wants to say a few words more. 

Mr, Austin. In the past, particularly in Germany when the coun- 
tries have not been able to import American tobacco, which is the type 
pleasing to the cigarette smokers or pipe smokers in these countries, 
there is a result in a black market which has caused a leakage in dollar 
exchange sometimes greater than the MSA funds that have been 
expended for the purchase of tobacco. That could Be helped by fur- 
nishing them with tobacco which is suitable to their customers to stop 
that black market. 

Chairman McKetiar. Thank you. 
Next we will hear from Mr. Fowler. 


STATEMENT OF MARION FOWLER, LAKE CITY, S. C., SUPERVISOR, 
LAKE CITY TOBACCO MARKET 


Mr. Fowter. Senator McKellar and gentlemen, I am Marion Fow- 
ler, from Lake City, S.C. I am supervisor of the Lake City Tobacco 
Market and secretary of the South Carolina Tobacco Warehouse Asso- 
ciation. In South Carolina we have approximately 40,000 tobacco 
growers in the flue-cured area, of course, and being a part of that five- 
B or six-State area, in South Carolina, tobacco is a vital factor in the 
» economy of our State. 

Last year it produced around $88,000,000. Tobacco is sensitive to 
changes in foreign countries because, as indicated by the other gentle- 
men speaking, there is a perference at the present time for American 
tobacco in the use and manufacture of cigarettes in foreign countries, 
and because of the great contributing factor of tobacco through its 
contribution to governmental revenue on all levels, Federal, State, and 
local Jevels, approximately $1,800 to $1,900 million dollarsa year. We 
concur in the statements made by the other gentlemen in this meeting, 
and we feel sure that in South Carolina, along with the gentleman from 
all of the other tobacco-producing States, that this is an important 
matter, and we have utmost confidence in the ability of the Senators 
present to handle it along the lines suggested by Mr. Hicks and the 
other persons speaking. 

Thank you, sir. 
Senator Hory. Mr. Fred Royster would like to be heard. 
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STATEMENT OF FRED ROYSTER, PRESIDENT, BRIGHT BELT 
WAREHOUSE ASSOCIATION, HENDERSON, N. C. 


Mr. Royster. Mr. Chairman, I am Fred Royster, from North Caro- 
lina. I am president of the Bright Belt Warehouse Association, 
which is a warehousemen’s trading organization in the flue-cured area. 
I subscribe to and endorse the statements that have been made here 
this morning on this most important problem. 

I would like to call attention to one factor involved that has not 
been mentioned. In the flue-cured area we have historically been 
dependent on export bodies for the sale of from 30 to 40 percent of 
our total production. So this matter is of tremendous importance 
to the entire tobacco-growing area, and especially so in the area which 
Irepresent. We do not ask for any preferential treatment for tobacco. 
We think that we are justified in asking that tobacco be treated in a 
manner and on a basis comparable with all other agricultural com- 
modities which are exported to the countries receiving mutual- 
security aid. , 

We greatly appreciate the interest that you gentlemen have shown 
and will sincerely appreciate your efforts to have this inequity 
corrected. 

Senator Smiru. In other words, Mr. Royster, it is your position that 
you do not want the word to go out, as it would otherwise, until some- 
thing is said further about the matter, that America is not interested 
in, and the American Congress is not interested in the welfare of the 
tobacco interests of America. 

Mr. Roysrer. Senator Smith, as has already been pointed out by 
several preceding speakers, we think that with the conditions that 
prevail at the present time and with the statements made by the 
chairman of the Foreign Relations Committee on the floor of the 
House, that the effect could well be to do just what you have said, 
and that we certainly do not want to happen. 

Senator Swirn. That statement was inadvertently made by Mr. 
Richards, was it not? 

Mr. Royster. We think it was inadvertently made. The state- 
ment is in the Congressional Record, and we are fearful that that 
statement with the other conditions prevailing will be used by a 
great many of these countries which are now importing our tobacco 
and would have the effect of having them buy or causing them to 
purchase tobacco from other areas. 

Senator Smirn. In other words, give them a reason for not pur- 
chasing American tobacco, or an apparent reason ? 

Mr. Royster. That is right, sir. 

Chairman McKexiar. Next we will hear from Mr. Fort. 
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STATEMENT OF JOSIAH FORT, CLARKSVILLE, TENN., PRESIDENT 
OF THE ASSOCIATION OF DARK LEAF TOBACCO DEALERS AND 
EXPORTERS 


Mr. Fort. My name is Josiah Fort, from Clarksville, Tenn. I am 
president of the Association of Dark Leaf Tobacco Dealers and Ex- 
porters. Mr. Paul Rudolph, president of the Dark Leaf Association, 
could not be here today and asked me to tell you, Senator McKellar, 
that he is very sorry and he sends his best regards, and that I was to 
speak for him, too. He represents the interests of the farmers in 
the dark air-cured tobacco. 

Chairman McKeuxar. And a grand man he is, too. 

Mr. Forr. Yes, Mr. Chairman, he is. 

Around 50 percent of our production is exported and has been for 
the last 150 years. During the past year, or the present year, that is, 
MSA has only appropriated an amount of $17 million for all types 
of American tobaccos, which has come down considerably from pre- 
vious years. Whether that is enough money or not we are not con- 
cerned with here. But, as the former speakers have said, we only 
request that the proper thing be done to prevent discrimination or 
prohibition that in any of the coming years MSA funds will be used 
fer American tobacco. 

If any advice is needed or any assistance is needed or our assistance 
can be given, we have a very fine man in Washington, Mr. Hugh 
Taylor, whom you know, and who is always available m any way 
possible. 

Chairman McKetiar. Thank you, very much. 

Senator Smrrn. I was going to suggest that we have Mr. Wingate, 
from Georgia, and since the Georgia Senators could not be here, I 
thought we might like to hear from him. 

Chairman McKetwiar. Very well, we will. 


STATEMENT OF H. L. WINGATE, PRESIDENT OF THE GEORGIA 
FARM BUREAU FEDERATION 


Mr. Wrnaare. I will be very brief, Mr. Chairman. I am H. L. 
Wingate, president of the Georgia Farm Bureau Federation. Senator 
George could not be here, but his son is here and we are glad he 
could be with us. 

I want to endorse what the gentlemen here have said, and I might 
add this one thought. The Department is represented here, the 
Department of Agriculture, and they did not anticipate, I do not 
think, this pointing out or singling out of tobacco. They gave us 
the acreage to take care of this trade, and if it is cut out that is going 
to leave us in pretty bad shape. All we are asking is that it not be 
diseriminated against, be left in and we just take our chances. But 
as it stands now it has been definitely discriminated against. We 
hope you can straighten that out, gentlemen. Thank you. 

‘hairman McKetxiar. Mr. George, would you like to be heard ? 
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STATEMENT OF HEARD F. GEORGE, ADMINISTRATIVE ASSISTANT 
TO HON. WALTER F. GEORGE, UNITED STATES SENATOR FROM 
THE STATE OF GEORGIA 


Mr. Grorcr. No, thank you; I do not believe that I have anything 
to say, except merely, I believe, to sum up and say that what all o 
the interested parties are asking for is that tobacco receive the same 
treatment that it has received by the Congress in the MSA program 
in 1948 and that nothing go out of the Congress that is not interested 
in continuing tobacco as an export crop. 

Chairman McKetxiar. Are there any other gentlemen who wish 


to be heard ? 


STATEMENT OF W. S. ATKINSON, JR., HALIFAX COUNTY, VA,, 
CHAIRMAN OF THE VIRGINIA FARM BUREAU TOBACCO COM- 
MITTEE 


Mr. Arxinson. Mr. Chairman, I am W. S. Atkinson, Jr., from 
Halifax County, Va., and chairman of the Virginia Farm Bureau 
Tobacco Committee. All I have to say is that I concur in the state- 
ments that have been made and all we fight for is keeping tobacco 
from being discriminated against. 

Senator Smrrn. Mr. Austin, I believe you are familiar with the 
burley section of North Carolina also? 

Mr. Austin. Yes, sir. 

Senator Smrru. They would be of the same opinion about this 
matter ? 

Mr. Austin. Exactly. Burley tobacco is the same whether 
it comes from North Carolina or Tennessee. 

Senator Smrrn. Would not what we are trying to do be helpful 
to tobacco growers in other States as well as just this State ? 

Mr. Austin. Yes, there is tobacco of the cigar types grown in 
various States, Connecticut, Pennsylvania. Wisconsin-—— 

The Cuarmman. Ohio and Indiana, 

Mr. Austin. And burley as well from Ohio. And Florida. 

Chairman McKetuar. Are there any other States that you recall? 

Mr. Avusttn. Missouri, I believe. 

Mr. J. C. Finx. Alabama has 500 acres. 


STATEMENT OF JOHN D. LANE, ADMINISTRATIVE ASSISTANT TO 
HON. BRIEN McMAHON, UNITED STATES SENATOR FROM THE 
STATE OF CONNECTICUT 


Mr. Lane. My name is John D. Lane, Mr. Chairman, administra- 
tive assistant to Senator Brien McMahon, of Connecticut. Iam here 
representing Senator McMahon, who is very much interested in this 
problem, as we have an important tobacco industry in our State. 
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STATEMENT OF B. A. GRAHAM, OLANTA, S. C., MASTER OF THE 
SOUTH CAROLINA STATE GRANGE 


Mr. Granam. Mr. Chairman, I am B. A. Graham, Olanta, S. C. 
I am master of the South Carolina State Grange, representing about 
5,000 farmers of South Carolina. I concur in the remarks that have 
been made by the other gentlemen in feeling that tobacco should not 
be discriminated against in any funds appropriated for aid to foreign 
countries or to the MSA program. We do not ask for any preferential 
treatment, but we only ask that tobacco be treated as other agricul- 
tural products are. 

Chairman McKetuiar. Thank you, gentlemen. 

(This completes the hearing had on Thursday, June 19.) 

Chairman McKetxar. We will recess until 10:30 tomorrow morn- 
i 


ng. 
(Whereupon, at 8:35 p. m., gy June 30, 1952, the heaging was 
recessed until 10: 30 a. m., Tuesday, Jul 


y 1, 1952.) 





